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Employees:  580 

Revenue:  $80,000,000* 

Fiscal  Year  End:  12/31/94 

•INPUT  estimate 

Key  Points 

• CSG  SYSTEMS,  inc.  (CSG)  is  the  nation's 
second  largest  provider  of  subscriber 
management  services  to  the  cable  television  and 
telephony  industries. 

• CSG  was  acquired  from  First  Data  Corporation 
in  late  1994  by  CSG  Holdings,  Inc.,  a newly 
formed  company.  CSG  Holdings  is  owned  by 
investment  partnerships  with  Morgan  Stanley 


Group  Inc.,  Trident  Capital,  L.P.,  as  well  as  CSG 
Holdings  management. 

• As  of  December  1994,  CSG  serviced  more  than 
16  million  cable  subscribers,  up  from  15.4 
million  subscribers  as  of  the  end  of  1993. 

Company  Description 

CSG  provides  subscriber  management  processing 
and  related  customer  care  products  to  the  cable 
television  and  telephony  industries. 

CSG  services  more  than  800  cable  systems 
nationwide,  including  many  of  the  major  Multiple 
System  Operators  (MSOs)  in  the  nation.  Other 
clients  include  an  on-line  services  provider,  a video 
dial  tone  provider  and  several  direct  broadcast 
satellite  (DBS)  providers. 
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Company  History 

CSG  was  originally  established  in  1982  as  a 
business  unit  within  First  Data  Resources,  Inc. 
(FDR). 

In  1989,  American  Express  Company,  FDR’s 
parent  company,  formed  American  Express 
Information  Services  Corporation  (ISC)  and 
established  CSG  as  a distinct  business  unit — Cable 
Services  Group — separate  from  FDR. 

In  April  1992,  American  Express  completed  an 
initial  public  offering  of  stock  in  American  Express 
ISC,  changing  the  corporation’s  name  and  identity 
to  First  Data  Corporation.  Cable  Services  Group 
operated  as  a subsidiary  of  First  Data  Corporation. 

CSG  Holdings  purchased  Cable  Services  Group 
from  First  Data  in  December  1994  and  the  unit  was 
renamed  CSG  SYSTEMS,  Inc. 

Organization  and  Structure 

In  addition  to  Neal  Hansen  (Chairman  and  CEO) 
and  George  F.  Haddix  (Vice-Chairman  and 
President),  CSG  Holdings  has  the  following 
executive  officers: 

• CFO — Dave  Brenner 

• Senior  VP,  Marketing  & Telephony — Mary  Beth 
Loesch 

• Senior  VP,  Corporate  Development — J.  Jack 
Pogge 

Company  Strategy 

CSG’s  strategy  is  to  provide  a state-of-the  art 
subscriber  management  system  to  handle  the  needs 


of  the  convergence  (cable  and  telephone) 
marketplace.  The  product  will  be  client/server- 
based  and  operate  on  UNIX  hardware,  using  a 
graphical  user  interface  (GUI)  and  ORACLE 
database  engine. 

Specific  elements  of  the  company's  strategy 
include: 

• Published  applications  programming  interfaces 
(APIs)  to  open  up  the  core  product  to  integrate 
customer  applications  with  CSG  products 

• CSG  Vantage,  the  marketing  information 
reporting  system  using  a relational  database  and 
CSG  VantagePoint.  its  on-premise  option 

• Advanced  Customer  Service  Rep  (ACSR),  a GUI 
to  front-end  the  core  product,  featuring  scripting 
and  customer  interaction  tracking 

• ESP,  which  enhances  the  statement  presentation 
component  of  the  company’s  print  and  mailing 
products  and  custom  statements 

• Financial  Services  Package,  including  auto  check 
refunds,  collections,  electronic  lockbox  and  pay- 
bill  products 

Financials 

INPUT  estimates  CSG's  1994  revenue  was 
approximately  $80  million,  up  7%  from  1993 
revenue  of  $75  million. 

A five-year  revenue  summary  (as  estimated  by 
INPUT)  appears  on  the  following  page. 
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CSG  SYSTEMS,  Inc. 
Five-Year  Revenue  Summary* 
($  Millions) 


Fiscal  Year 

Item 

1994 

1993 

1992 

1991 

1990 

Revenue 

$80.0 

$75.0 

$71.0 

$66.0 

$62.0 

• Percent  change  from 

previous  year 

7% 

6% 

7.5% 

6% 

N/A 

* INPUT  estimates 


CSG  management  attributes  the  company's 
growth  to  increased  revenue  per  subscriber  and  its 
ancillary  product  and  service  offerings. 

Revenue  Analysis  by  Product/Service 

Virtually  100%  of  CSG’s  revenue  is  derived  from 
its  various  transaction  processing  services  and 
associated  support/professional  services/products. 

Market  Financials 

Most  of  CSG’s  revenue  is  derived  from  the  cable 
television  industry.  CSG  also  has  one  on-line 
service  provider  and  customers  in  the  DBS 
market. 

Most  of  CSG's  cable  television  customers  range 
in  size  from  10,000  to  more  than  300,000 
subscribers. 

Geographic  Markets 

Currently,  100%  of  CSG's  revenue  is  derived 
from  the  U.S. 

International  sources  are  a target  market.  CSG  is 
currently  exploring  partnership  opportunities 
internationally. 

Employees 

CSG  has  approximately  580  employees  based 
predominantly  in  Omaha,  with  a satellite  sales 
office  in  Denver  (CO). 


Key  Products  and  Services 

CSG  clients  have  on-line  access  to  its  processing 
services  via  remote  terminals  or  PCs. 

Cable  Control  System  (CCS)  is  CSG’s  on-line 
billing  and  transaction  management  system.  It  is 
available  to  clients  as  a processing  service  from 
CSG’s  data  center  in  Englewood  (CO). 

• CCS  is  designed  in  a series  of  integrated 
subsystems  to  facilitate  cable  operations, 
including  software  applications  for  subscriber 
information,  work  orders,  pay-per-view,  house, 
convertor,  scheduling,  dispatching,  adjustments, 
billing,  payments  and  reports. 

• Reporting  is  available  for  a range  of 
levels — MSO,  region,  system,  location  or 
franchise.  More  than  200  standardized  reports 
can  be  supplemented  with  customized  reports 
using  CSG  VANTAGE  (formerly  VIP}— CSG's 
on-line  relational  database  reporting  tool. 

• CSG  has  migrated  CCS  to  a client/server 
platform  and  open  architecture  which  will  allow 
clients  to  use  other  software  packages  in 
conjunction  with  CCS. 

• As  CCS  evolves  to  its  next  generation,  it  will 
become  a centralized  foundation  billing  system 
that  will  work  with  customizable  administrative 
systems  for  various  industries,  including  cable, 
telephony  and  video-on  demand. 


CSG  SYSTEMS,  Inc. 
April  1995 
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CSG  Vantage  and  CSG  VantagePoint  are 
relational  database  marketing  information 
products. 

ACSR  is  an  advanced  customer  service 
representative  system  that  provides  a graphical 
front-end  to  CCS  to  facilitate  training  and  improve 
productivity. 

Enhanced  Statement  Presentation  (ESP)  enables 
the  cable  company  to  customize  its  statements 
using  conditional  logic  and  graphics/messaging. 

Collections  services  are  offered  in  cooperation 
with  ACB  Business  Services  in  Phoenix  and 
through  payments  tracked  by  CSG’s  CCS  services. 

The  els  Electronic  Lockbox  Service  automates  the 
process  of  posting  electronic  payments  from  cable 
subscribers  through  banks’  “pay-by-phone” 
systems. 

• It  captures  exception  payments  and  edits  and 
corrects  them  for  transmission  to  the  receivables 
platform. 

• Manual  processing  of  pay-by-phone  or  PC 
payments  is  eliminated. 

• els  settles  daily  by  wire,  directly  to  the 
customer's  lockbox  depository. 

• Payments  delivered  are  clean,  fully  collected 
and  electronically  transmitted.  No  further 
operator  intervention  is  required. 

Auto-Check  prints,  mails  and  tracks  refund  checks 
to  disconnected  customers  with  credit  balances. 

Marketing  Services  uses  information  from  the 
customer  database  to  design  targeted  marketing 
campaigns  for  pay-per-view,  premium  channel 
subscriptions  and  other  cable  promotions. 

PRIZM  Cluster  Coding  adds  geographic  and 
demographic  information  to  existing  customer 
characteristics  in  subscriber  databases  and  sorts 


them  by  households  in  nine-digit  ZIP  code  clusters 
for  improved  target  marketing.  PRIZM  is  offered 
in  cooperation  with  Claritas. 

CablePerks  is  an  automated  frequent-buyer 
program  to  reward  and  motive  good  customers. 

CSG  also  provides  complete  mailing  and  printing 
services,  inserting  into  more  than  16  million  cable 
subscriber  statements  per  month. 

CSG  usually  enters  into  agreements  with  its  cable 
television  system  clients  for  initial  periods  of  no 
less  than  two  years,  with  optional  renewal  periods. 
Revenues  consist  primarily  of  customer  fees  paid 
monthly  based  on  the  number  of  subscribers,  as 
well  as  fees  for  additional  services  which  are 
billed  on  a per  transaction  basis. 

Support  Services 

Each  client  site  is  assigned  an  Account 
Representative  who  reports  to  a National  Account 
Manager  with  MSO-specific  responsibility. 

Information  Specialists  support  reporting  and  VIP 
needs  and  help  with  inquiries  and  are 
complemented  by  other  specialists,  such  as  an 
Addressibilitv  team  that  provides  support  on  pay- 
per-view  event  processing. 

CSG  offers  a 24-hour  Help  Control  Desk  for 
system  support  and  equipment  concerns. 

For  new  customers,  CSG  assigns  a specific 
conversion  consultant  to  each  site  while  migrating 
to  CSG. 

Other  interaction  is  provided  through  user  groups, 
executive  conferences,  client  surveys,  system 
enhancement  bulletins  and  newsletters. 

Clients 

CSG  supports  more  than  800  cable  systems, 
including  many  of  the  major  MSOs  in  the  nation, 
representing  more  than  16  million  subscribers. 


Page  4 of  5 


INPUT  1995  Reproduction  prohibited. 


CSG  SYSTEMS,  Inc. 

April  1995 


INPUT  Vendor  Profile 


A sample  of  clients  includes  the  top  13  of  the  25 
major  MSOs,  a video  dial  tone  provider,  an  on- 
line service  provider  and  several  DBS  customers. 

Marketing  and  Sales 

CSG  markets  its  products  and  services  through  a 
direct  sales  force  from  its  offices  in  Omaha  and 
Englewood  (CO). 

Alliances 

CSG  has  alliances/partnerships/joint  marketing 
agreements  with  various  vendors  as  follows: 

• Oracle  Systems  Corporation 

• Claritas 

• Other  system  integrators 

Competitors 

CSG’s  major  competitor  is  CableData.  Others 
include  Electronic  Data  Systems  and  Information 
Systems  Development  Group. 

INPUT  Assessment 

CSG’s  major  strengths  include: 

• Functionally  rich  subscriber  management  . 
system  with  cycle  billing  (28  cycles) 

• State-of-the  art  marketing  information  reporting 
system  with  relational  database  (CSG  Vantage) 
and  on-premise  option  (CSG  VantagePoint) 

• GUI  interface  (ACSR) 

• Published  APIs 

Challenges  over  the  coming  year  include: 

• Delivery  of  a standalone  UNIX-based  solution 

• International  presence  and  delivery  of  a 
telephony  product 

The  primary  challenge  from  an  information 
processing  perspective  is  to  transform  the  cable 


industry  from  a subscription-based  business  to  one 
that  is  transaction-based  to  accomodate  the 
convergence  marketplace. 

• The  traditional  cable  operator-subscriber 
relationship  will  expand  to  a multi-dimensional 
one,  as  new  technologies  and  services  allow  a 
single  cable  customer  to  purchase  cable, 
telephony  and  video-on-demand  all  from  the 
same  provider. 

• Information  processors  must  offer  maximum 
flexibility  and  service  and  a system  that  allows 
integration  with  other  products  and  systems, 
permits  customization  and  leverages  other 
technologies. 


Parent  Company 

CSG  Holdings,  Inc. 
6200  South  Quebec 
Englewood,  CO  80111 
Phone:  (303)488-8689 


CSG  SYSTEMS,  Inc. 
April  1995 
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COMPANY  PROFILE 


CULLINET  SOFTWARE,  INC. 

400  Blue  Hill  Drive 
Westwood,  M A 02090-2198 
(617)  329-7700 


David  L.  Chapman,  Chairman  and  CEO 
George  W.  Tamke,  President 
Public  Corporation,  NYSE 
Total  Employees:  2,409 
Total  Revenue,  Fiscal  Year  End 
4/30/87:  $174,891,000 


THE  COMPANY 

• Cullinet  Software,  Inc.,  founded  in  1968,  develops,  markets,  and  supports  data 
base  management  software;  artificial  intelligence  software;  application 
software  for  manufacturing,  human  resources,  distribution,  project  tracking, 
banking,  and  finance  applications;  and  information  center  management  soft- 
ware products. 

In  September  1986  Cullinet  announced  its  "3x3  Architecture,"  the 
company's  strategy  for  its  future  marketing  efforts  targeting  three  sets 
of  products— data  bases,  development  tools,  and  applications— over 
three  hardware  platforms— corporate  mainframes,  departmental  com- 
puters, and  microcomputers. 

• Fiscal  1987  revenue  was  $174.9  million,  an  8%  decline  from  fiscal  1986  rev- 
enue of  $189.3  million.  Net  losses  were  $27.6  million,  compared  to  net 
income  of  $13  million  for  fiscal  1986.  A five-year  financial  summary  follows: 
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CULLINET  SOFTWARE,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY  (a) 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM  

4/87 

4/86 

4/85 

4/84 

4/83 

Revenue 

$ 174,891 

$ 189,305 

$ 1 90, 1 62 

$ 1 24,450 

$84,400 

. Percent  increase 

(decrease)  from 

previous  year 

(8%) 

- 

53% 

53% 

59% 

Income  (loss)  before 

taxes 

$ (49,975) 

$ 24,145 

$ 44,182 

$ 

$ 

. Percent  increase 

from  previous  year 

(307%) 

(45%) 

51% 

43% 

47% 

Net  income  (loss) 

$ (27,616) 

$ 13,030 

$ 23,869 

$ 14,141 

$ 10,178 

. Percent  increase 

from  previous  year 

(312%) 

(45%) 

50% 

43% 

52% 

Earnings  (loss)  per 

share 

$ (0.86) 

$ 0.42 

$ 0.78 

$ 0.47 

$ 0.36 

. Percent  increase 

from  previous  year 

(305%) 

(45%) 

50% 

35% 

m 

(a)  Results  for  years  prior  to  fiscal  I 987  have  been  restated  to  reflect  the  pooling 
of  interests  acquisition  of  Distribution  Management  Systems  in  April  1987. 


• Cullinet  management  attributes  declines  in  revenue  to  maturity  in  the  market 
for  IBM  mainframes,  increased  competition,  and  longer  sales  cycles. 

Despite  the  decline  in  revenue  for  fiscal  1987,  fourth  quarter  revenue 
was  $61.1  million  (a  record  high  for  the  company)  and  was  attributed  to 
a strong  increase  in  application  software  sales,  particularly  manufac- 
turing applications. 

New  products,  including  acquisitions,  accounted  for  I 1%  of  revenue  in 
fiscal  I 987. 

Net  losses  for  fiscal  1987  reflect  the  following: 

. A first  quarter  non-recurring  charge  of  $7  million  attributed  to 
the  write-off  of  the  remaining  assets  of  Computer  Pictures 
Corporation  (originally  acquired  by  Cullinet  in  1982). 

. A 26%  ($36  million)  increase  in  sales,  support,  and  general  and 
administrative  expenses  was  principally  due  to  additional  per- 
sonnel and  related  costs  for  sales,  marketing,  and  customer 

# 
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support  and  increased  investments  in  international  operations 
(reflecting  expansion  into  West  Germany,  Switzerland,  and 
Singapore).  At  the  end  of  fiscal  1987  Cullinet  began  imple- 
menting cost  cutting  measures. 

. Research  and  development  expenditures  were  approximately 
$49.9  million  (29%  of  revenue)  in  fiscal  1987,  compared  to  $35.5 
million  (19%  of  revenue)  in  fiscal  1986,  and  $26.4  million  (14% 
of  revenue)  in  fiscal  I 985. 

. As  a result  of  the  pooling-of-interests  acquisition  of  Distribution 
Management  Systems  (DMS)  in  April  1987,  Cullinet's  financials 
have  been  restated.  DMS  contributed  net  losses  of  $4.3  million 
and  $2.3  million  to  fiscal  1987  and  1986  results,  respectively. 

• Acquisitions  made  by  Cullinet  during  1986  and  1987  include  the  following: 

In  April  1987  Cullinet  acquired  Distribution  Management  Systems,  Inc. 
(DMS)  of  Lexington  (MA)  for  approximately  1.7  million  shares  of  Culli- 
net common  stock.  The  acquisition  has  been  accounted  for  as  a pooling 
of  interests. 

. DMS  provides  distribution  management  software  products  and 
Application  Expert,  and  expert  system  application  development 
tool. 

. DMS  had  approximately  100  employees  at  the  time  of  the  acqui- 
sition and  revenue  of  $5.8  million  for  the  fiscal  year  end  April 
30,  1987  (restated). 

. DMS  now  operates  as  a wholly-owned  subsidiary  of  Cullinet. 

In  March  1987  Cullinet  acquired  a fixed  assets  system  from  Computer 
Associates  International  for  $440,000.  The  system  which  will  be 
customized  by  Cullinet  to  run  with  IDMS/R  is  expected  to  be  available 
in  1988. 

In  December  1986  Cullinet  acquired  Applied  Development  Corporation 
(ADC)  of  Delaware.  Terms  of  the  acquisition  were  not  disclosed. 

. ADC  specializes  in  application  development  software. 

. ADC  had  approximately  20  employees  at  the  time  of  the  acqui- 
sition. Its  operations  have  been  merged  into  Cullinet. 

In  December  1986  Cullinet  acquired  Planning  Control  International 
(PCI)  of  Newport  Beach  (CA).  Terms  of  the  acquisition  were  not 
disclosed. 
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. PCI  provides  project  management,  government  reporting,  and 
financial  tracking  application  software  products  for  large  manu- 
facturers. 

. PCI  had  approximately  30  employees  at  the  time  of  the  acquisi- 
tion. 

. The  operations  of  PCI  have  been  merged  into  Cullinet 

In  August  1986  Cullinet  completed  the  purchase  of  Computer  Strate- 
gies, Inc.  (CSI)  of  Grand  Rapids  (MI)  for  approximately  $2.8  million. 

Cullinet  had  originally  purchased  15%  of  CSI  in  December  1985. 

. CSI  provides  repetitive  manufacturing  application  software 
products  and  associated  consulting  services. 

. CSI  had  approximately  35  employees  at  the  time  of  the  acquisi- 
tion. 


. CSI  now  operates  as  a wholly-owned  subsidiary  of  Cullinet. 

In  July  1986  Cullinet  acquired  Esvel,  Inc.  of  San  Jose  (CA)  for  $8.4 
million. 


Esvel  is  a developer  of  SQL-driven  relational  data  base  products 
for  minicomputers  and  microcomputers. 

Esvel  had  approximately  20  employees  at  the  time  of  the  acqui- 
sition. 


In  June  1986  Cullinet  acquired  an  international  general  ledger  system 
from  a non-U. S.  software  developer. 

In  April  1986  Cullinet  acquired  a performance  monitor  product  (Run 
Time  Evaluator)  from  Business  Software  Technology,  Inc.  The  system 
was  incorporated  into  Cullinet's  product  line  and  introduced  in  June 
I 986  as  IDMS/R  Performance  Monitor. 

• Revenue  for  the  six  months  ending  October  31,  1987,  was  $98.1  million,  a 42% 
increase  over  $69. 1 million  for  the  same  period  in  I 986.  Net  losses  were  $1  3.8 
million,  compared  to  net  losses  of  $18.1  million  for  the  same  period  a year 
ago. 

Revenue  for  the  second  quarter  of  fiscal  1988  was  below  expectations, 
primarily  as  a result  of  a shortfall  in  North  American  software  license 
revenue.  International  revenue  accounted  for  31%  of  second  quarter 
revenue,  compared  to  21%  for  the  same  quarter  last  year.  License 
renewals  and  service  revenue  reached  $28.1  million  or  57%  of  total 
revenue. 
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Cullinet  had  expected  a loss  in  the  second  quarter  as  a result  of  con- 
tinued investments  in  sales,  customer  service,  and  research  and  devel- 
opment to  support  new  products. 

• Cullinet's  major  competitors  are  listed  by  product  line. 

Data  base  management  software  competitors  include  IBM  (IMS,  DB2, 
and  DL/I),  Applied  Data  Research  (Datacom),  Software  AG  (ADABAS), 
and  Cincom  Systems  (TOTAL). 

Audit  software  competitors  include  Pansophic  Systems  (Easytrieve)  and 
TSI  International  (Audit  Analyzer). 

Application  software  competitors  include  McCormack  & Dodge  (D&B) 
for  financial  applications,  Hogan  Systems  and  Computer  Associates  for 
banking  applications,  and  ASK  Computer  Systems  for  manufacturing 
applications. 

Microcomputer  software  competitors  include  Lotus  Development 
Corporation  and  Ashton-Tate. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  62%  of  Cullinet's  fiscal  1987  revenue  was  derived  from  its  data 
base  management  software  products,  32%  from  application  software  products, 
and  the  remaining  6%  from  information  center  products.  A three-year 
summary  of  source  of  revenue  follows  ($  thousands): 


FISCAL  YEAR 

4/87 

4/86 

4/85 

ITEM 

Revenue 

Percent 
of  T otal 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Data  base  manage- 
ment products 

$107,769 

62% 

$133,032 

70% 

$135,803 

71% 

Application  products 

55,221 

32 

40,692 

22 

37,390 

20 

Information  center 
products 

1 1,901 

6 

15,581 

8 

16,969 

9 

Total 

$174,891 

1 00% 

$189,305 

1 00% 

$190,162 

100% 

• Cullinet  currently  has  over  23,700  software  product  installations  in  over  60 
countries  worldwide. 


The  products  fall  into  three  categories:  data  base  management,  appli- 
cations, and  information  center  (including  microcomputer  software). 
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Cullinet's  software  products  are  listed  in  the  exhibit. 

• Cullinet  offers  an  integrated  line  of  data  base  management  and  related 
systems  software  products.  Its  major  component  is  IDMS/R,  a high-perform- 
ance relational  data  base  management  system  for  large  integrated  on-line 
customer  applications.  The  company's  other  integrated  data  base,  audit/re- 
trieval, applications,  and  information  center  software  products  operate  as 
modular  systems  based  on  IDMS/R. 

IDMS/R  runs  on  IBM  360,  370,  30XX,  43XX,  .9370,  and  compatible 
computers.  Versions  are  available  for  OS  MFT,  OS  MVT,  OS/VSI, 
OS/VS2  (SVS),  OS/VS2  (MVS,  MVS/XA),  DOS/VS,  DOS/VSE,  and 
VM/CMS  operating  systems.  In  May  1987  Cullinet  announced  a three- 
year  cooperative  agreement  with  Fujitsu  Limited  to  supply  and  market 
IDMS/R  and  related  applications  on  Fujitsu's  FACOM-M  series  of 
mainframes. 

. In  September  1986  Cullinet  announced  IDMS/R,  Release  10.2 
which  includes  a multitasking  architecture,  expanded  use  of 
MVS/XA,  and  SQL  support  for  data  retrieval. 

In  September  1986  Cullinet  introduced  IDMS/SQL,  a relational  data 
base  management  system  for  departmental  computers. 

. IDMS/SQL  includes  full  support  for  SQL  and  is  designed  for  the 
DEC  VAX. 

IDMS/Architect,  introduced  in  March  1986,  is  a family  of  PC-based 
computer-aided  software  engineering  (CASE)  tools  for  data  base  and 
applications  software  development. 

. IDMS/Architect  is  designed  for  IBM  and  compatible  microcom- 
puters. 

. AUTOMATE  PLUS,  the  first  IDMS/Architect  product,  is  a 
graphics-based  design  tool. 

Application  Expert,  developed  by  Distribution  Management  Systems,  is 
an  artificial  intelligence-based  expert  system  tool  for  application 
development.  The  product  is  available  for  IBM  and  compatible  main- 
frames and  DEC  VAX  series  computers. 

The  Implementation  Workbench,  introduced  in  March  1986,  is  a series 
of  tools  designed  to  support  the  installation  of  Cullinet's  on-line  appli- 
cations. 


The  product  includes  Project  Planning,  Data  Conversion, 
Product  Description,  and  On-line  Tutorials  components. 
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EXHIBIT 

CULLINET  SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

OPERATING 

ENVIRONMENT 

Data  Base  Software 

• IDMS/R 

Relational  data  base  management  system. 

IBM  mainframes 

- ADS/OnLine 

On-line  applications  development  tool. 

- Automatic  System  Facility  (ASF) 

Applications  development  tool. 

- OnLine  Query  (OLQ) 

Interactive  information  retrieval  system. 

- OnLine  English  (ONE) 

English-language  query  facility. 

- CULPRIT 

Information  retrieval  tool. 

- Integrated  Data  Dictionary  (IDD) 

Data  dictionary. 

- Universal  Communications  Facility  (UCF) 

Teleprocessing  monitor  interface. 

- IDMS/DC 

Teleprocessing  monitor. 

- DDS 

Distributed  data  base  system. 

• ID  MS/SQL 

Relational  data  base  management  system. 

DEC  VAX,  IBM  9570 

• IDMS/Architect 

Computer-aided  software  engineering  tools. 

IBM  micros 

- AUTOMATE  PLUS 

Graphics-based  design  tool. 

• Application  Expert 

Expert  system  application  development  tool. 

IBM  mainframes,  DEC  VAX 

• IDMS  Performance  Monitor 

Performance  monitor. 

IBM  mainframes 

• KnowledgeBUILD 

Applications  generator. 

DEC  VAX 

ADDlication  Software 

• Cullinet  Manufacturing  System 

IBM  mainframes 

• Cullinet  Manufacturing  System-Repetitive 

\ 

IBM  mainframes 

• Repetitive  Manufacturing  System 

\ 

DEC  VAX 

• Automotive  Release  Control  System 

\ Manufacturing  management  systems. 

DEC  VAX 

• Quotation  Management  System 

( 

DEC  VAX 

• Repetitive  Purchase  Order  Control 

/ 

DEC  VAX 

• Focus  Forecasting  System 

1 

DEC  VAX 

• Level  Load  Production  Planning 

/ 

DEC  VAX 

• Order  Management 

\ 

DEC  VAX 

• Warehouse  Management 

\ 

DEC  VAX 

• Distribution  Center  Management 

/ Distribution  management  systems. 

DEC  VAX 

• Distribution  Resource  Planning 

/ 

DEC  VAX 

• Sales  Forecasting 

J 

DEC  VAX 

• OrderEXL 

Remote  order  entry. 

DEC  VAX 

• SalesEXL 

Supports  telephone  sales  personnel. 

DEC  VAX 

• VoiceEXL 

Voice  response  system. 

DEC  VAX 

• Cullinet  Banking  System 

Banking  system. 

IBM  mainframes 

• EASYTRAK 

Project  tracking  and  management  system. 

IBM  mainframes,  DEC  VAX 

• Cullinet  Human  Resource  System 

On-line  payroll/personnel. 

IBM  mainframes 

• Cullinet  Financial  System 

On-line  accounting,  financial  reporting  system. 

IBM  mainframes 

Information  Center 

• Cullinet  Information  Center  Management 

Information  center  data  management. 

IBM  mainframes 

System 

• GOLDENGATE 

Information  management  and  decision  support 

IBM  micros 

system. 

• INFOGATE 


Micro-mainframe  link. 

IBM  micros 
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Versions  will  be  available  for  all  of  Cullinet's  application 
products. 


KnowledgeBUILD,  announced  for  availability  in  January  1988,  is  an 
applications  generator  for  creating  high-performance  applications  on 
DEC  VAX  systems. 

Cullinet  provides  industry-specific  software  products  for  manufacturing, 
distribution,  and  banking  applications  as  well  as  cross-industry  products  for 
project  tracking,  human  resources,  and  financial  applications. 

Cullinet  began  marketing  applications  software  in  1981.  The  company 
rewrites,  modifies,  and  enhances  the  products  it  acquires  and  fully 
integrates  them  with  its  IDMS/R  product  line. 

In  the  manufacturing  area  Cullinet  offers  the  following  products: 

. The  Cullinet  Manufacturing  System  is  an  on-line,  net-change, 
closed-loop  MRP  II  system.  It  consists  of  eight  modules  that 
may  be  implemented  individually  or  in  any  combination:  Bill  of 
Material,  Inventory  Control,  Material  Requirements  Planning, 
Shop  Floor  Control,  Master  Production  Scheduling,  Purchasing, 
Cost  Control,  and  Order  Entry. 

. The  Cullinet  Manufacturing  System  - Repetitive  for  IBM  main- 
frames and  the  Repetitive  Manufacturing  System  for  DEC  VAX 
computers  (acquired  from  Computer  Strategies)  are  targeted  to 
companies  involved  in  high-volume,  repetitive  manufacturing, 
such  as  auto  manufacturers  and  government  and  defense  con- 
tractors. 


As  a result  of  the  acquisition  of  Computer  Strategies,  Cullinet 
also  offers  the  following  products  for  DEC  VAX  systems: 

Automotive  Release  Control  System. 

Quotation  Management  System. 

Repetitive  Purchase  Order  Control. 

Focus  Forecasting  System. 

Level  Load  Production  Planning. 

In  March  I 987  Cullinet  and  Epic  Data  Corporation  entered  into  a 
CIM  Strategic  Marketing  Agreement  whereby  both  companies 
are  committed  to  provide  integrated  data  collection  and  soft- 
ware applications  for  shop  floor  control  and  inventory  manage- 
ment. 


In  September  1987  Cullinet  and  CADAM,  Inc.  signed  a CIM 
marketing  and  joint  development  agreement  to  permit  CADAM 
attribute  data  to  be  exchanged  with  the  Bill  of  Materials  module 
of  the  Cullinet  Manufacturing  System. 
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As  a result  of  the  acquisition  of  Distribution  Management  Systems  this 
year,  Cullinet  now  offers  a family  of  products  for  DEC  VAX  systems  to 
the  distribution  industry. 

. Products  include:  Order  Management,  Warehouse  Management, 
Distribution  Center  Management,  Distribution  Resource  Plan- 
ning, and  Sales  Forecasting. 

. Cullinet  also  offers  expert  system  products  that  automate 
distribution,  including  OrderEXL,  for  order  entry;  SalesEXL, 
which  supports  telephone  sales  personnel;  and  VoiceEXL,  a 
voice-response  technology  to  respond  to  requests  entered  via 
telephone  keypad. 

The  Cullinet  Banking  System,  scheduled  for  availability  in  1988,  will 
include  Assets,  Liabilities,  Customer,  and  Electronic  Banking  modules. 

. The  company's  bank  product  line  is  being  developed  by  Cullinet- 
BWCS  Software,  Inc.,  a wholly-owned  subsidiary  located  in 
Oakbrook  (IL),  formed  after  the  acquisition  of  Bob  White  Com- 
puting and  Software  Inc.  in  1 984. 

. In  August  1987  American  Express  Bank  signed  an  agreement  to 
license  the  Cullinet  Banking  System,  in  conjunction  with  IDMS/R 
and  IDMS/Architect,  at  up  to  18  worldwide  sites  of  the  Ameri- 
can Express  Bank. 

. Cullinet  has  also  agreed  to  develop  an  international  version  of 
the  Cullinet  Banking  System  in  conjunction  with  American 
Express  Bank. 

EASYTRACKTM’project  tracking  and  management  products  for  IBM 
mainframes  and  DEC  VAX  computers  (acquired  with  Planning  Control 
International  in  late  1986)  are  targeted  to  companies  involved  primarily 
in  technology  development,  manufacturing,  and  government  con- 
tracting. 

The  Cullinet  Human  Resource  System  is  an  on-line  system  with 
modules  for  payroll  and  personnel  which  can  be  installed  separately  or 
as  part  of  an  integrated  system. 

The  Cullinet  Financial  System  is  an  on-line  accounting  and  financial 
and  reporting  system.  Modules  include:  General  Ledger,  Purchasing, 
Accounts  Payable,  Order  Entry,  Accounts  Receivable,  Inventory  Con- 
trol, Fixed  Assets,  and  Funds  Accounting. 

. A fixed-asset  management  system  was  acquired  from  Computer 
Associates  that  supports  construction  in  process,  preventative 
maintenance,  lease  control,  asset  location,  and  insurance  control 
applications. 
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Cullinet  provides  the  following  information  center/end  user  software  prod- 
ucts. 


The  Cullinet  Information  Center  Management  System  provides  infor- 
mation center  data  management  for  IBM  and  compatible  environ- 
ments. The  system  summarizes  and  catalogs  information  from  sources 
such  as  Cullinet's  IDMS/R,  other  resident  data  bases,  and  external 
information  provided  by  vendors  such  as  Chase  Econometrics  and  Dow 
Jones.  This  data  is  stored  in  the  mainframe  and  is  downloaded  to  the 
user's  minicomputer  or  PC  in  the  appropriate  file  format.  This  product 
is  designed  for  use  in  conjunction  with  Cullinet's  GOLDENGATE  and 
INFOGATE  microcomputer  tools. 

In  1983  Cullinet  introduced  the  GOLDENGATE  integrated  set  of  soft- 
ware products  for  information  management  and  decision  support  for 
use  on  the  IBM  PC/XT. 

. GOLDENGATE  offers  an  electronic  spreadsheet,  full-color 
business  graphics,  document  processing,  a full-function  local 
relational  data  base  management,  directory  manager,  and  elec- 
tronic mail. 


GOLDENGATE  is  also  fully  integrated  with  the  Cullinet  Infor- 
mation Center  Management  System  to  allow  mainframe  com- 
munication capabilities. 

GOLDENGATE  Release  1.3,  introduced  in  October  1987, 
includes  GOLDENGATE  Reporter,  a reporting  tool,  and  GOLD- 
ENGATE:Professional  Write,  a customized  version  of  Software 
Publishing's  PFS:Professional  Write  word  processing  package. 


INFOGATE  is  a micro-to-mainframe  link  and  acts  as  an  integrator  for 
standalone  microcomputer  software  tools. 


Support  services  provided  by  Cullinet  through  its  Account  Management  Pro- 
gram include  implementation  planning  and  assistance,  technical  advice,  hands- 
on  education  and  training  courses,  video-based  education  programs,  24-hour 
telephone  support,  and  direct  access  to  Cullinet's  technical  data  base  through 
lnfo-TSIS  for  updates,  software  maintenance,  and  enhancements. 

During  fiscal  1987  Cullinet  created  an  Extended  Support  Division  for 
customized  or  longer  term  consulting  assistance. 


Education  centers  are  located  in  Atlanta,  Boston,  Chicago,  Cleveland, 
Denver,  Houston,  Los  Angeles,  Montreal,  New  York,  Ottawa,  Philadel- 
phia, San  Francisco,  Toronto,  and  Washington,  D.C. 
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INDUSTRY  MARKETS 

• Cullinet's  products  are  used  by  companies  in  a variety  of  industries  including 
manufacturing,  petrochemical,  steel,  financial  and  banking  services,  insur- 
ance, health  care,  legal  services,  utilities,  education,  entertainment,  aero- 
space, communications,  retail,  wholesale  and  distribution,  transportation,  and 
government. 

• Cullinet  clients  range  from  small,  growing  companies  to  Fortune  1000  firms. 

geographic  markets 


• A three-year  summary  of  source  of  revenue  by  geographic  area  follows  ($ 
millions): 


FISCAL  YEAR 

4/87 

4/86 

4/85 

ITEM 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

U.S. 

$148.7 

85% 

$161.9 

86% 

$167.6 

88% 

Europe 

24.7 

14 

27.1 

14 

20.6 

1 1 

Other  foreign 

1 1.5 

7 

13.2 

7 

10.9 

6 

Intersegment 

eliminations 

(10.0) 

(6) 

(12.9) 

(7) 

(8.9) 

(5) 

Total 

$174.9 

100% 

$189.3 

1 00% 

$190.2 

100% 

• Cullinet  has  more  than  23,700  product  installations  in  60  countries  throughout 
the  world. 


U.S.  offices  are  located  in  Albany,  Atlanta,  Baltimore,  Birmingham, 
Boston,  Charlotte  (NC),  Chicago,  Cincinnati,  Clark  (NJ),  Cleveland, 
Columbus  (OH),  Dallas,  Denver,  Des  Moines,  Detroit,  Grand  Rapids, 
Harrisburg,  Houston,  Indianapolis,  Kansas  City,  Los  Angeles, 
Milwaukee,  Minneapolis,  Nashville,  New  York  City,  New  Orleans, 
Newport  Beach,  Omaha,  Orlando,  Philadelphia,  Pittsburgh,  Portland, 
Richmond  (VA),  Rochester  (NY),  St.  Louis,  San  Diego,  San  Francisco, 
San  Jose,  Seattle,  Tampa,  Tulsa,  Washington,  D.C.,  and  West  Hartford. 

Cullinet  foreign  subsidiaries  or  affiliates  are  located  in  Australia, 
Belgium,  Canada,  France,  Germany,  the  Netherlands,  Norway,  Sweden, 
Switzerland,  the  United  Kingdom,  and  Singapore. 

Cullinet  has  distributors  in  an  additional  26  countries  worldwide. 
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9 

COMPUTER  HARDWARE  AND  SOFTWARE 


• Cullinet  has  the  following  computers  installed  at  its  data  center  in  Westwood: 

I IBM  3090-200,  MVS/XA. 

I IBM  3084QX,  MVS/XA. 

I IBM  308 IK,  MVS/XA. 

I IBM  3033,  MVS. 

I IBM  4381,  MVS/XA. 

I NAS  AS/8023,  OS /VS I,  V M,  CMS,  DOS/VSE. 

I DEC  VAX- 11/750,  VMS. 

• Cullinet-BWCS  Software  has  an  IBM  4341,  Model  2,  operating  under  MVS, 
installed  at  its  Oakbrook  offices. 


• Clients  access  CYBERTEK's  data  center  via  direct  dial  or  leased  lines. 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  OCTOBER  1984 


CULL  I NET  SOFTWARE,  INC. 

400  Blue  Hill  Drive 
Westwood,  M A 02090 
(617)  329-7700 


John  J.  Cullinane,  Chairman  and  CEO 
Robert  N.  Goldman,  President 
Public  Corporation,  NYSE 
Total  Employees:  1,612 
Total  Revenue,  Fiscal  Year  End 
4/30/85:  $184,100,000 


CULLINET  SOFTWARE 
FIVE-YEAR  FINANICAL  SUMMARY 
($  thousands,  except  per  share  data) 


(a)  Adjusted  to  reflect  a 2-for-l  stock  split  in  the  form  of  a 100%  stock  dividend  on 
January  21,1 985. 


• During  the  last  three  fiscal  years,  Cullinet's  product  offerings  have  expanded 
from  data  base  management  systems  to  a product  family  that  includes  addi- 
tional related  components  within  the  data  base  area,  business  applications 
(including  financial,  manufacturing,  human  resources,  and  banking),  and 
information  center  products.  Cullinet  management  attributes  the  increase  in 
revenue  during  each  of  the  last  three  years  to  increased  installations  of  the 
company's  data  base  management  products,  as  well  as  increased  acceptance  of 
its  expanded  product  line.  This  trend  is  also  attributable  to  the  tendency  of 
new  customers  to  acquire  data  base,  applications,  and  information  center 
management  products  simultaneously,  as  well  as  to  existing  users  acquiring 
additional  Cullinet  products  as  they  become  available. 
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• Revenue  for  the  three  months  ending  July  31,  1985  reached  $42.3  million,  a 
5%  increase  over  $40.3  million  for  the  same  period  in  1984.  Net  income  was 
$4.2  million  compared  to  $5.5  million  for  the  same  period  a year  ago.  Results 
are  attributed  to  the  unfavorable  economic  conditions  that  have  affected  the 
information  services  industry  as  a whole. 

SOURCE  OF  REVENUE 


One  hundred  percent  of  Cullinet's  revenue  is  derived  from  software  product 
licenses  and  associated  maintenance  services.  A three-year  summary  of 
source  of  revenue  by  product  area  follows  ($  millions): 


FISCAL  YEAR 

ITEM 

4/85 

4/84 

4/83 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Systems  software 

$135.8 

74% 

$103.2 

86% 

$76.2 

97% 

Applications  software 

31.3 

17 

15.5 

13 

2.4 

3 

Information  center 

management 

products (a) 

17.0 

9 

1.3 

1 

- 

- 

Total 

$184.1 

100% 

$120.0 

100% 

$78.6 

100% 

(a)  Formerly  referred  to  as  "decision  support"  products. 


A three-year  summary  of  source  of  revenue  by  geoqraphic  area  follows 
($  millions): 


FISCAL  YEAR 

4/85 

4/84 

4/83 

ITEM 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

U.S. 

$154.5 

84% 

$99.8 

83% 

$66.9 

85% 

Europe 

26.1 

14 

15.2 

13 

10.1 

13 

Other  foreign 

17.5 

10 

14.1 

12 

7.5 

10 

Intersegment 

eliminations 

(14.0) 

(8) 

(9.1) 

(8) 

(5.9) 

(8) 

Total 

$184.1 

100% 

$120.0 

100% 

$78.6 

100% 
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During  fiscal  1985  Cullinet  introduced  a series  of  products  for  information 
center  management. 

The  Information  Center  Management  System  provides  information 
center  data  management  for  IBM  and  compatible  environments.  The 
system  summarizes  and  catalogs  information  from  sources  such  as 
Cullinet's  IDMS/R,  other  resident  data  bases,  and  external  information 
provided  by  vendors  such  as  Chase  Econometrics  and  Dow  Jones.  This 
data  is  stored  in  the  mainframe  and  is  downloaded  to  the  user's  mini- 
computer or  PC  in  the  appropriate  file  format. 

The  Information  Link  Series  connects  users  of  most  PC-DOS- 
compatible  software,  including  Cullinet's  GOLDENGATE  and  Lotus's 
1-2-3  and  Symphony,  with  information  in  the  Information  Management 
System. 

Wang,  Data  General,  DEC,  and  HP  have  all  begun  developing  software 
links  that  will  enable  users  of  their  hardware  to  access  information 
located  in  Cullinet's  IBM  mainframe-based  Information  Center 
Management  System. 
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COMPANY  HIGHLIGHT 


CULLINET  SOFTWARE,  INC. 

400  Blue  Hill  Drive 
Westwood,  MA  02090 
(617) 329-7700 


John  J.  Cullinane,  Chairman  and  CEO 
Robert  N.  Goldman,  President 
Public  Corporation,  NYSE 
Total  Employees:  1,118 
Total  Revenue,  Fiscal  Year  End 
4/30/84:  $120,036,000 


THE  COMPANY 

• Cullinet  Software,  Inc.,  founded  in  1968,  develops,  markets,  and  supports  data 
base  management  software;  integrated  applications  software  for  manufac- 
turing, finance,  human  resources,  and  banking;  a microcomputer-to-main- 
frame  software  link;  and  decision-support  systems  software. 

• Fiscal  1984  revenue  reached  $120  million,  a 53%  increase  over  fiscal  1983 
revenue  of  $78.6  million.  Net  income  rose  43%  from  $1  1.6  million  in  1983  to 
$16.5  million  in  1984.  A five-year  financial  summary  follows: 


CULLINET  SOFTWARE 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 
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• Cullinet  management  attributes  the  growth  in  revenue  during  each  of  the  last 
three  years  to  increased  installations  of  the  company's  data  base  management 
products,  as  well  as  the  availability  of  a greater  number  of  integrated 
components  within  the  data  base  product  family. 

During  fiscal  1984  and  1983,  the  demand  for  the  company's  new  inte- 
grated applications  packages  also  contributed  to  revenue  increases. 

The  company  believes  that  the  demand  for  applications  packages  will 
account  for  an  increasing  proportion  of  total  revenue. 

• Research  and  development  expenditures  were  $16.9  million  (14%  of  revenue) 
in  fiscal  1984,  $10.5  million  (13%  of  revenue)  in  fiscal  1983,  and  $6.1  million 
(12%  of  revenue)  in  fiscal  1982. 

• Recent  acquisitions  made  by  Cullinet  include  the  following: 

In  July  1984  Cullinet  completed  the  acquisition  of  Bob  White  Com- 
puting and  Software  Inc.  (BWCS)  for  $8.3  million  in  cash. 

. BWCS,  headquartered  in  Oakbrook  (IL),  specializes  in  applica- 
tions software  for  the  banking  industry.  BWCS  had  completed 
more  than  100  installations  of  its  products  since  its  founding  in 
1972. 

. BWCS  had  about  25  employees  at  the  time  of  the  acquisition  and 
estimated  calendar  1983  revenue  of  between  $2  and  $3  million. 

. The  acquisition  will  be  accounted  for  as  a purchase  and  BWCS 
will  operate  as  a wholly  owned  subsidiary  of  Cullinet. 

In  April  1984  Cullinet  purchased  rights  to  Information  Science's  (InSci) 
IDMS-based  payroll  personnel  system  for  $5  million  plus  future  royal- 
ties. Cullinet  paid  InSci  an  additional  $2.5  million  for  InSci's  existing 
IDMS  payroll/personnel  accounts  receivable. 

On  December  I,  1982  Cullinet  bought  Computer  Pictures  Corporation 
for  $14.1  million  in  cash.  Computer  Pictures,  now  a Cullinet  subsid- 
iary, specializes  in  color  graphics  and  analytical  software  for  micro- 
computers. 

• Revenue  for  the  three  months  ending  July  31,  1984  was  $40.3  million,  a 56% 
increase  over  the  same  period  in  fiscal  1983.  Net  income  for  the  period 
increased  51%  from  $3.6  million  to  $5.5  million. 

• As  of  April  30,  1984  Cullinet  had  1,118  employees.  The  company  currently  has 
approximately  1 ,200  employees. 
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• Cullinet's  major  competitors  are  listed  by  product  line. 

Data  base  management  software  competitors  include  IBM  (IMS  and 
DL/I),  Applied  Data  Research  (Datacom),  Software  AG  (ADABAS),  and 
Cincom  Systems  (TOTAL). 

Audit  software  competitors  include  Pansophic  Systems  (Easytrieve)  and 
TSI  International  (Audit  Analyzer). 

Applications  software  competitors  include  McCormack  & Dodge  (D&B) 
for  financial  applications,  Hogan  Systems  for  banking  applications,  and 
Comserv  for  manufacturing  applications. 

Microcomputer  software  competitors  include  Lotus  Development 
Corporation  and  Ashton-Tate. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  85%  of  Cullinet's  fiscal  1984  revenue  was  derived  from  the 
license  and  maintenance  of  systems  software  products.  Revenue  contribution 
from  applications  software  represented  13%  of  revenue,  and  2%  was  derived 
from  decision-support  software. 

• Cullinet  currently  has  over  10,000  software  product  installations  in  over  60 
countries  worldwide. 

The  products  fall  into  three  categories:  data  base  management,  appli- 
cations, and  decision  support  (including  microcomputer  software). 

Cullinet's  software  products,  designed  for  IBM  and  plug-compatible 
computers,  are  listed  in  the  exhibit. 

• Cullinet  offers  an  integrated  line  of  data  base  management  and  related 
systems  software  products.  Its  major  component  is  the  Integrated  Database 
Management  System  (IDMS).  In  1983  Cullinet  introduced  IDMS/R,  a high- 
performance  relational  data  base  management  system  that  meets  the  needs  of 
both  production  applications  and  end  users.  All  IDMS  installations  are  cur- 
rently being  upgraded  to  IDMS/R.  The  company's  other  integrated  data  base, 
audit/retrieval,  applications,  and  decision-support  software  products  operate 
as  modular  systems  based  on  IDMS/R. 

These  systems  software  products  are  operational  on  IBM  360,  370, 
30XX,  or  43XX  or  compatible  mainframes.  Versions  are  available  for 
OS  MFT,  OS  MVT,  OS/VSI,  OS/VS2  (SVS),  OS/VS2  (MVS),  DOS/VS,  and 
DOS/VSE  operating  systems. 

Other  data  base  software  products  include  the  following: 

. Integrated  Data  Dictionary  (IDD)  integrates  Cullinet's  data  base 
software,  providing  a central  information  file  and  control 
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EXHIBIT 

CULLINET  SOFTWARE  PRODUCTS 


PRODUCT 

FUNCTION 

NUMBER 

INSTALLED* 

PRICE 

DATA  BASE  SOFTWARE 

• IDMS 

DATA  BASE  MANAGEMENT  SYSTEM 

l 1 ,497 

$ 65,000 

• IDMS/R 

RELATIONAL  DATA  BASE  MANAGEMENTSYSTEM 

1 

• IDD 

INTEGRATED  DATA  DICTIONARY 

1,362 

$ 35,000 

• IDMS-DC 

TELEPROCESSING  MONITOR 

556 

$ 60,000 

- UNIVERSAL  COMMUNICATIONS 

IDMS  TELEPROCESSING  MONITOR  INTERFACE 

553 

N/A 

FACILITY  (UCF) 

• APPLICATIONS  DEVELOPMENT 

SYSTEMS  (ADS) 

- ADS/BATCH 

BATCH  APPLICATIONS  DEVELOPMENT  TOOL 

85 

$ 20,000 

- ADS/ONLINE 

ON-LINE  APPLICATIONS  DEVELOPMENT  TOOL 

926 

$ 40,000 

- INTERACT 

ON-LINE  INTERACTIVE  EDITING,  TEXT 

150 

N/A 

PROCESSING  AND  RJE  SYSTEM 

• IDMS/CULPRIT 

DATA  RETRIEVAL  AND  REPORT  GENERATOR 

1,460 

N/A 

• ONLINE  QUERY 

INTERACTIVE  INFORMATION  RETRIEVAL  SYSTEM 

1,090 

N/A 

• ONLINE  ENGLISH 

ENGLISH-LANGUAGE  QUERY  FACILITY 

104 

N/A 

• DISTRIBUTED  DATA  BASE  SYSTEM 

DISTRIBUTED  DATA  BASE  SYSTEM 

86 

N/A 

• ESCAPE  PRODUCTS 

NON-IDMS  APPLICATION  INTERFACE 

70 

N/A 

• IDMS-DMS  INTERFACE 

IDMS-CICS  DMS/VS  INTERFACE 

11 

N/A 

• DICTIONARY  LOADER 

IDD  OPTION 

155 

N/A 

• INFORMATION  DIRECTORY 

CENTRAL  DICTIONARY/DIRECTORY 

27 

N/A 

AUDIT  SOFTWARE 

• E DP-AUDITOR/1 983 

AUDIT  SOFTWARE  PACKAGE 

798 

N/A 

APPLICATION  SOFTWARE 

• CULLINET  MANUFACTURING  SYSTEM 

ON-LINE  COMPREHENSIVE  MANUFACTURING 

91 

- BILL  OF  MATERIAL 

SYSTEM 

77 

- INVENTORY  CONTROL 

74 

- MATERIAL  REQUIREMENTS 

66 

$ 65,000 

PLANNING 

PER 

- SHOP  FLOOR  CONTROL 

41 

MODULE 

- MASTER  PRODUCTION  SCHEDULING 

26 

- PURCHASING 

43 

- COST  CONTROL 

— 

- ORDER  ENTRY 

27 

• CULLINET  FINANCIAL  SYSTEM 

ON-LINE  ACCOUNTING,  FINANCIAL  REPORTING 

108 

- 

- GENERAL  LEDGER 

SYSTEM 

72 

$100,000 

- PURCHASING 

— 

- ACCOUNTS  PAYABLE 

36 

$ 65,000 

- ORDER  ENTRY 

PER 

MODULE 

- ACCOUNTS  RECEIVABLE 

— 

- INVENTORY 

— 

- FIXED  ASSETS 

— 

• CULLINET  HUMAN  RESOURCE 

ON-LINE  PAYROLL/PERSONNEL 

30 

SYSTEM 

- PAYROLL 

— 

$125,000 

- PERSONNEL 

30 

$125,000 

• CULLINET  BANKING  SYSTEM 

ON-LINE  BANKING  SYSTEM 

— 

N/A 

• TREND-SPOTTER 

DECISION  SUPPORT  SYSTEM 

98 

SEE  TEXT 

• GOLDENGATE 

PC  INFORMATION  MANAGEMENT  AND 

_ 

$ 995 

- INFORMATION  DATA  BASE 

DECISION-SUPPORT  SYSTEM 

_ 

$ 300 

CONNECT  OPTION 

* Installations  as  of  July  31 , 1984.  ^ 
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facility  for  the  location,  status,  and  definition  of  data  resources 
used  by  these  products. 

IDMS-DC  is  a teleprocessing  monitor  designed  to  meet  the  high- 
volume  teleprocessing  requirements  of  distributed  data  proces- 
sing. 


Universal  Communications  Facility  (UCF)  is  a subset  of 
IDMS-DC  enabling  IDMS-based  software  applications  to 
be  run  under  another  vendor's  teleprocessing  monitor. 

Applications  Development  Systems  (ADS)  are  IDMS/R-based 
applications  development  productivity  aids.  These  include: 

ADS/Batch,  which  enhances  the  user's  productivity  in 
developing  batch  applications  programs  by  providing 
automatic  editing,  transaction  file  error  checking,  and 
standard  definitions. 

ADS/OnLine,  which  allows  users  to  define,  generate,  and 
execute  on-line  data  base  applications  through  inter- 
active terminals. 

INTERACT,  a facility  for  on-line  program  development, 
which  provides  text  editing,  remote  job  entry  and  re- 
trieval, data  set  and  catalog  management,  document 
processing,  and  an  interpretive  English-like  programming 
language. 

IDMS/CULPRIT  is  a data  retrieval  and  report  generator  de- 
signed to  produce  user-specified  reports  off  of  an  IDMS  data 
base  or  any  other  type  of  file. 

OnLine  Query  is  an  inquiry/response  system  providing  conversa- 
tional access  to  IDMS/R  for  the  purpose  of  answering  ad  hoc 
data  base  requests  and  simplifying  the  writing  of  formal  reports. 

OnLine  English  is  an  on-line  management  information  query 
facility  that  allows  the  nontechnical  manager  to  access  data  via 
simple,  English-like  commands. 

Distributed  Database  System  permits  IDMS  applications  running 
on  a distributed  system  to  access  and  update  remote  data 
bases.  It  also  allows  applications  running  on  two  or  more  large 
IBM  (or  equivalent)  mainframes  located  in  the  same  installation 
to  access  and  update  a common  data  base. 

The  ESCAPE  products  are  interfaces  allowing  programs  written 
under  non- ID  MS  data  base  management  systems  to  access  IDMS 
data  bases  with  minimal  modification. 
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. The  IDMS/DMS  Interface  allows  the  user  to  access  and  update 
the  IDMS  data  base  in  the  on-line  CICS  DMS/VS  environment. 
The  package  consists  of  both  batch  and  on-line  components. 

. Information  Directory,  the  central  integrated  directory  control 
file,  stores,  documents,  and  secures  processing  and  audit  infor- 
mation. It  is  used  with  CULPRIT,  OnLine  Query,  EDP- 
AUDITOR/1983,  and  other  products. 

Cullinet  markets  its  audit  and  retrieval  software  as  the  EDP- 
AUDITOR/1983.  The  package  combines  report-generating  capabilities 
with  a library  of  audit  routines  to  perform  tasks  such  as  file  footing, 
sampling,  and  exception  and  summary  analysis. 

• Cullinet  began  marketing  applications  software  in  1981.  The  company  re- 
writes, modifies,  and  enhances  the  products  it  acquires  and  fully  integrates 
them  with  its  IDMS/R  product  line.  Applications  software  is  currently  avail- 
able for  manufacturing,  finance,  and  human  resources. 

The  software  systems  are  designed  for  IBM  360,  370,  30XX,  or  43XX  or 
compatible  systems  under  OS  MFT,  OS  MVT,  OS/VSI,  OS/VS2  (SVS), 
OS/VS2  (MVS),  DOS/VS,  or  DOS/VSE  operating  systems. 

The  Cullinet  Manufacturing  System  is  an  on-line,  net-change,  closed- 
loop  MRP  II  system.  It  consists  of  eight  modules  that  may  be  imple- 
mented individually  or  in  any  combination:  Bill  of  Material,  Inventory 
Control,  Material  Requirements  Planning,  Shop  Floor  Control,  Master 
Production  Scheduling,  Purchasing,  Cost  Control,  and  Order  Entry. 

The  Cullinet  Financial  System  is  an  on-line  accounting  and  financial 
and  reporting  system.  Modules  include:  General  Ledger,  Purchasing, 
Accounts  Payable,  Order  Entry,  Accounts  Receivable,  Inventory,  Fixed 
Assets,  and  EDP-Auditor. 

The  Cullinet  Human  Resource  System  is  an  on-line  system  with 
modules  for  payroll  and  personnel  which  can  be  installed  separately  or 
as  part  of  an  integrated  system.  This  system  was  introduced  in  1984, 
subsequent  to  the  InSci  product  acquisition  this  year. 

As  a result  of  the  acquisition  of  Bob  White  Computing  and  Software 
earlier  this  year,  Cullinet  is  developing  a new  application  system  for 
the  banking  industry.  The  Cullinet  Banking  System  will  incorporate 
Cullinet's  existing  customer  information  system  together  with  new 
modules  for  deposits,  loans,  electronic  banking,  and  portfolio  manage- 
ment. Availability  is  scheduled  for  1985. 

Cullinet  management  anticipates  that  25%  of  fiscal  1985  revenue  will 
be  derived  from  applications  software  sales.  The  company  further 
estimates  that  60%  of  applications  sales  will  come  from  manufacturing 
systems. 


6 of  9 

October  I 984 


©1984  by  INPUT.  Reproduction  Prohibited. 


INPUT 


CULLINET  SOFTWARE,  INC. 


• Cullinet's  decision-support  product  line  includes  the  following: 

The  TREND-SPOTTER  graphics  system,  designed  and  marketed  by 
Cullinet's  Computer  Pictures  Corporation  subsidiary,  is  a micropro- 
cessor-based executive  information  system  with  financial  modeling  and 
analysis  capabilities. 

. The  system  incorporates  software  options  that  allow  integration 
with  IDMS/R  and  interfacing  to  IDMS/R-based  applications  for 
distributed  processing. 

. Software  licenses  start  at  $28,000. 

. Hardware  components  of  the  system  include  an  Altos  microcom- 
puter, Chromatics  keyboard  and  high-resolution  monitor,  and  a 
Touch  Track  touch  screen. 

. The  hardware  ranges  in  price  from  $19,500  to  $62,000,  de- 
pending on  the  peripheral  equipment. 

. There  are  currently  over  100  TREND-SPOTTER  systems  in- 
stalled. 

. Cullinet  is  currently  developing  versions  of  TREND-SPOTTER 
software  to  run  on  other  microcomputers. 

In  1983  Cullinet  introduced  the  Information  Database,  a software 
micro-to-mainframe  link  permitting  personal  computer  users  access  to 
information  directly  from  IDMS/R  for  production  data  manipulation 
and  updating. 

. The  Information  Database  also  permits  access  to  third-party 
data  bases  and  other  networked  systems. 

. The  Information  Database  is  designed  to  run  on  IBM  360,  370, 
30XX,  or  43XX  mainframes  or  compatible  systems  under  OS 
MFT,  OS  MVT,  OS/VS  I,  OS/VS2  (MVS),  DOS/VS,  or  DOS/VSE 
operating  systems. 

In  1983  Cullinet  introduced  the  GOLDENGATE  integrated  set  of  soft- 
ware products  for  information  management  and  decision  support  for 
use  on  the  IBM  PC  XT. 

. GOLDENGATE  offers  an  electronic  spreadsheet,  full-color 
business  graphics,  document  processing,  a full-function  local 
relational  data  base  management,  directory  manager,  and  elec- 
tronic mail. 

. GOLDENGATE  is  also  fully  integrated  with  Cullinet's  Informa- 
tion Database  to  allow  mainframe  communication  capabilities. 
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• Cullinet's  customer  education  and  support  services  include  the  following: 

In  January  1983  Cullinet  opened  its  National  Education  Center  in 
Framingham  (MA).  The  center  offers  courses  and  computer  laboratory 
sessions  to  instruct  customers  in  the  use  of  all  Cullinet  products.  A 
video-based  training  series  is  also  available  to  complement  the  courses. 

. During  fiscal  1984  Cullinet  opened  13  education  centers  across 
North  America  in  Atlanta,  Chicago,  Cleveland,  Dallas,  Denver, 
Houston,  Los  Angeles,  Montreal,  New  York  City,  Philadelphia, 
San  Francisco,  Toronto,  and  Washington,  D.C. 

Cullinet  has  28  district  centers  to  provide  local  software  support. 

. Each  center  has  on-line  access  to  Cullinet's  Technical  Support 
Information  System,  an  automated  customer  information 
management  system  designed  for  control  of  support  services. 

Cullinet  offers  a comprehensive  data  base  and  applications  software 
service  including  applications  software  and  development  systems  (ADS) 
and  an  Application  Data  Center  providing  clients  with  full  use  of  IBM 
3033  equipment  and  Cullinet's  data  access  and  applications  audit 
tools.  The  center  is  used  primarily  by  companies  without  computers  or 
sufficient  processing  power  to  develop  their  own  applications. 

. The  center  also  offers  a Catastrophe  Recovery  System  for  use 
as  a backup  computer  site  in  case  of  a disaster. 

• Recent  agreements  announced  by  Cullinet  include  the  following: 

In  June  1984  Cullinet  reached  an  agreement  with  Electronic  Data 
Systems  (EDS)  providing  EDS  with  a license  to  Cullinet's  data  base 
management  software,  GOLDENGATE,  and  the  Information  Database. 

. EDS  will  be  able  to  provide  value-added  services  to  its  clients 
via  its  telecommunications  network. 

. A nonexclusive  OEM  agreement  between  Cullinet  and  EDS  also 
permits  EDS  to  sublicense  Cullinet  products  to  EDS  clients 
receiving  EDS  value-added  services. 

In  June  1984  Cullinet  and  Data  General  Corporation  (DG)  entered  into 
a cooperative  agreement  whereby  technicians  from  Cullinet  and  DG 
will  work  to  integrate  DG's  Comprehensive  Electronic  Office  System 
(CEO)  and  Cullinet's  Information  Database. 

In  August  1984  Cullinet  signed  an  agreement  with  The  Continuum  Co. 
calling  for  Continuum  to  develop  an  IDMS/R  version  of  its  Client/Con- 
tract Administration  System  software. 
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INDUSTRY  MARKETS 

• Cullinet's  products  are  used  by  companies  in  a variety  of  industries  including 
manufacturing,  petrochemical,  steel,  financial  and  banking  services,  insur- 
ance, health  care,  legal  services,  utilities,  education,  entertainment,  aero- 
space, communications,  retailing,  wholesaling  and  distribution,  transportation, 
and  government. 

• Cullinet  clients  range  from  small,  growing  companies  to  Fortune  1000  firms. 

GEOGRAPHIC  MARKETS 

• Approximately  76%  of  Cullinet's  fiscal  1 984  revenue  was  derived  from  the 
U.S.  The  remaining  24%  was  derived  from  Europe  and  other  international 
locations. 

• Cullinet  has  more  than  10,000  product  installations  in  60  countries  throughout 
the  world. 

U.S.  offices  are  located  in  Atlanta,  Boston,  Charlotte  (NC),  Chicago, 
Cincinnati,  Cleveland,  Columbia  (MD),  Columbus  (OH),  Dallas,  Denver, 
Detroit,  Edison  (NJ),  Houston,  Indianapolis,  Kansas  City,  Los  Angeles, 
Milwaukee,  Minneapolis,  New  York  City,  Philadelphia,  Pittsburgh, 
Rochester  (NY),  St.  Louis,  San  Diego,  San  Francisco,  Seattle,  Tampa, 
and  Washington,  D.C. 

There  are  20  Cullinet  foreign  subsidiary  and  affiliate  locations  in 
Australia,  Belgium,  Brazil,  Canada,  France,  Mexico,  the  Netherlands, 
New  Zealand,  Panama,  and  the  United  Kingdom. 

Cullinet  has  28  independent  sales  representatives  worldwide. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Cullinet  has  the  following  computers  installed  at  its  data  center  in  Westwood: 

I IBM  3083,  MVS/XA. 

I IBM  3081,  MVS/XA. 

I IBM  3033,  MVS/SP. 

I IBM  4381,  MVS/XA. 

I NAS  AS/5  Model  3,  MVS/SP. 

I Magnuson  M80/43,  VM/VSI,  DOS/VSE. 

• Bob  White  Computing  and  Software  has  an  IBM  4341,  Model  12,  operating 
under  MVS/SP,  installed  at  its  Oakbrook  offices. 

• Clients  can  access  Cullinet's  data  center  via  Tymnet,  dial-up  or  leased  lines, 
WATS,  or  through  Cullinet's  own  private  network. 
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FINANCIAL  UPDATE  TO  HIGHLIGHT  DATED  NOVEMBER  1982 


CULLINET  SOFTWARE 

400  Blue  Hill  Drive 
Westwood,  MA  02090 
(617) 329-7700 


John  J.  Cullinane,  Chairman  and  CEO 
Robert  N.  Goldman,  President 
Public  Corporation,  NYSE 
Total  Employees:  814 
Total  Revenue,  Fiscal  Year  End 
4/30/83:  $78,553,000 


CULLINET  SOFTWARE 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


~ — — — -^___^FISCAL  YEAR 
ITEM  ~ - — ______ 

4/83 

4/82 

4/81 

4/80 

4/79 

Revenue 

$ 78,553 

$49,269 

$29,351 

$ 17,727 

$ 11,974 

. Percent  increase 

from  previous  year 

59% 

68% 

66% 

48% 

51% 

Income  before  taxes 

$ 20,796 

$ 14,183 

$ 8,341 

$ 4,274 

$ 3,050 

. Percent  increase 

from  previous  year 

47% 

70% 

95% 

40% 

53% 

Net  income 

$ 1 1,552 

$ 7,601 

$ 4,554 

$ 2,404 

$ 1,794 

. Percent  increase 

from  previous  year 

52% 

67% 

89% 

34% 

72% 

Earnings  per  share  (a) 

$ 0.81 

$ 0.56 

$ 0.37 

$ 0.22 

$ 0.17 

. Percent  increase 

from  previous  year 

45% 

51% 

68% 

29% 

N/A 

(a)  Adjusted  to  reflect  two-for-one  stock  split  January  10,  1983. 


SOURCE  OF  REVENUE 

• Ninety-six  percent  of  Cullinet's  fiscal  1983  revenue  was  derived  from  the 
license  and  maintenance  of  systems  software  products.  Revenue  contribution 
from  applications  software  and  processing  services  represented  4%  of 
revenue. 
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COMPANY  HIGHLIGHT 


CULLINANE  DATABASE  SYSTEMS, 

400  Blue  Hill  Drive 
Westwood,  MA  02090 
(617)  329-7700 


INC.  John  J.  Cullinane,  Chairman  and 
President 

Public  Corporation,  NYSE 
Total  Employees:  480 
Total  Revenue,  Fiscal  Year  End 
4/30/82:  $49,269,000 


THE  COMPANY 

• Cullinane  Database  Systems,  Inc.,  founded  in  1968,  develops,  markets,  and 
supports  data  base  management,  EDP  audit/retrieval,  data  base-integrated 
applications,  and  decision  support  systems  software  products.  Effective 
February  1 , 1983,  Cullinane  Database  Systems  intends  to  do  business  under  the 
name  CULLINET  SOFTWARE. 

• Fiscal  1982  revenue  increased  68%  to  $49.2  million  from  $29.3  million  in 
1981.  Net  income  rose  67%  to  $7.6  million  during  the  same  period.  The 
following  chart  contains  a five-year  financial  summary  of  Cullinane's  business. 


CULLINANE  DATABASE  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


(a)  Restated  to  reflect  cumulative  effect  of  a change  in  accounting  principles. 

(b)  Adjusted  to  reflect  a 2-for-l  stock  split  effective  October  26,  1981. 
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• Fiscal  1982  revenue  growth  was  the  result  of  an  increase  in  new  customer 
installations.  A larger  number  of  integrated  products  were  made  available 
and  customers  acquired  more  components  in  a single  purchase.  In  addition, 
volume  increased  because  of  the  tendency  of  existing  customers  to  acquire 
additional  new  components  as  they  were  introduced  by  the  company. 

• Research  and  development  expenditures  were  $6.1  million  (12%  of  revenue)  in 
1 982,  and  $3.6  million  ( 1 2%  of  revenue)  in  1981. 

• In  April  1982  Cullinane  listed  its  stock  on  the  New  York  Stock  Exchange.  The 
company  had  previously  been  listed  over-the-counter. 

• Revenue  for  the  first  six  months  of  fiscal  1983,  ending  October  31,  1982,  was 
$34.2  million,  a 58%  increase  over  the  same  period  in  fiscal  1982.  Net  income 
for  this  period  increased  47%  to  nearly  $5  million. 

• In  early  December  1982  Cullinane  announced  a 2-for-l  stock  split  payable  on 
January  10,  1983  to  shareholders  of  record  as  of  December  21,  1982.  Culli- 
nane will  have  approximately  14.6  million  common  shares  outstanding  after 
the  split. 

• In  fiscal  1982,  Cullinane  spent  approximately  $2.6  million  for  the  acquisition 
of  general  financial  products  as  part  of  its  entry  into  the  applications  soft- 
ware market.  Since  May  1980  the  company  has  acquired  four  applications 
products: 

The  Customer  Information  System  (CIS)  was  acquired  in  May  1980, 
from  Boatmen's  National  Bank  of  St.  Louis  for  $300,000. 

Marketing  and  modification  rights  to  Rath  & Strong's  Productivity  and 
Inventory  Optimization  Systems  (PIOS)  were  acquired  in  February  1981 
for  $1.1  million.  Cullinane's  Manufacturing  System  is  the  result  of  the 
rewriting  and  integration  of  PIOS  with  IDMS. 

Nonexclusive  rights  to  General  Ledger  Plus,  from  McCormack  & 
Dodge,  were  acquired  in  August  1981.  Cullinane's  Financial  Sys- 
tems/General Ledger  is  the  result  of  the  rewriting  and  integration  of 
this  product  with  IDMS. 

Rights  to  an  accounts  payable  system  have  recently  been  acquired  and 
will  be  offered  as  the  Cullinane  Financial  Systems/ Accounts  Payable. 

• On  June  30,  1982,  Cullinane  sold  its  Computer  Audit  Systems,  Inc.  subsidiary 
whose  sole  products  were  CARS  and  EDP-AUDITOR/3.  The  subsidiary  was 
sold  to  Sage  Systems,  Inc.  for  $1  million. 

CARS,  an  audit  information  retrieval  system,  was  the  only  product 
offered  by  Cullinane  which  was  not  IBM-compatible. 
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EDP-AUDITOR/3  ran  on  the  IBM  System/3.  Cullinane  retained  the 

rights  to  EDP-AUDITOR/1 983,  the  audit  system  for  larger  mainframes. 

• On  December  I,  1982  Cullinane  bought  Computer  Pictures  Corporation  for 
$14  million  in  cash.  Computer  Pictures,  now  a Cullinane  subsidiary,  special- 
izes in  color  graphics  and  analytical  software  for  microprocessors  and  per- 
sonal computers. 

• Cullinane's  subsidiaries  include: 

Computer  Pictures  Corporation,  headquartered  in  Westwood  (MA). 

Cullinane  Canada,  Ltd.,  in  Toronto. 

Cullinane  (U.K.),  Ltd.,  in  London. 

Cullinane  Benelux  S.A.,  in  Belgium. 

Cullinane  DO  Brasil  Ltd.,  in  Brazil. 

Cullinane  Database  Systems  Pty.  Ltd.,  in  Australia. 

Cullinane  France  S.A.,  in  France. 

Cullinane  Mexicana  S.A.  De  C.V.,  in  Mexico. 

• As  of  April  30,  1982,  Cullinane  had  480  employees.  The  company  employed 
600  persons  as  of  December  1982,  distributed  as  follows: 


Marketing/sales  135 

Customer  support  (in-house  and  field)  170 

Programmers/analysts  130 

Technical/documentation  personnel  60 

General  1 1 5 


600 


• The  major  competitors  of  Cullinane's  IDMS  product  line  are  IBM  (IMS  and 
DL/I),  Applied  Data  Researach  (Datacom),  Software  AG  (ADABAS),  and 
Cincom  Systems  (TOTAL).  The  EDP  audit  products  compete  with  similar 
offerings  from  Pansophic  Systems  (Easytrieve),  Carleton  Corporation  (Audi- 
tec),  and  TSI  International  (Audit  Analyzer).  Applications  products  compete 
with  packages  from  Software  International,  Management  Science  America, 
and  McCormack  & Dodge  . 

KEY  PRODUCTS 

• Ninety-eight  percent  of  Cullinane's  fiscal  1982  revenue  was  derived  from  the 
license  and  maintenance  of  systems  software  products.  Revenue  contribution 
from  applications  software  and  processing  services  represented  2%  of 
revenue.  A three-year  revenue  summary  by  product  type  follows: 
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4/82 

4/81 

4/80 

Data  base  management 

systems 

$43,180 

$25,545 

$14,369 

Audit  and  retrieval 

systems 

5,121 

3,735 

3,264 

Other 

968 

$49,269 

71 

$29,351 

94 

$17,727 

• Cullinane  offers  a family  of  data  base  management  system  related  products. 
Its  major  component,  IDMS  (Integrated  Data  Base  Management  System),  was 
originally  developed  as  the  IBM  version  of  Honeywell's  IDS  (Integrated  Data 
System)  by  B.  F.  Goodrich  in  1970.  Cullinane  obtained  marketing  rights  to 
IDMS  in  1973  and  has  subsequently  developed  a number  of  new  versions  of  the 
product  incorporating  various  enhancements.  The  company's  integrated  data 
base,  audit/retrieval,  applications,  and  decision-support  software  products 
operate  as  modular  systems  based  on  IDMS. 

A listing  of  Cullinane's  software  product  offerings  is  presented  in  the 
exhibit. 

All  products  are  operational  on  IBM  360,  370,  303X,  308X,  4300,  and 
compatible  mainframes.  Versions  are  available  for  DOS,  DOS/VS,  OS, 
VSI,  SVS,  MVS,  and  the  VM/370  operating  systems. 

• In  addition  to  IDMS,  Cullinane  offers  the  following  data  base  software 
products: 

Integrated  Data  Dictionary  (IDD)  integrates  Cullinane's  data  base 
software,  providing  a central  information  file  and  control  facility  for 
the  location,  status,  and  definition  of  data  resources  used  by  these 
products. 

IDMS-DC  is  a teleprocessing  monitor  designed  to  meet  the  high-volume 
teleprocessing  requirements  of  distributed  data  processing. 

. Universal  Communications  Facility  (UCF)  is  a subset  of  IDMS- 
DC  enabling  IDMS-based  software  applications  to  be  run  under 
another  vendor's  teleprocessing  monitor. 

Applications  Development  Systems  (ADS)  are  IDMS-based  applications 
development  productivity  aids.  These  include: 

. ADS/Batch,  which  enhances  the  user's  productivity  in  developing 
batch  applications  programs  by  providing  automatic  editing, 
transaction  file  error  checking,  and  standard  definitions. 
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EXHIBIT 

CULLINANE  SOFTWARE  PRODUCT  OFFERINGS 


PRODUCT 

FUNCTION 

NUMBER 

INSTALLED 

DATA  BASE  SOFTWARE 

• IDMS 

DATA  BASE  MANAGEMENT  SYSTEM 

1,200 

• IDD 

INTEGRATED  DATA  DICTIONARY 

770 

• IDMS-DC 

TELEPROCESSING  MONITOR 

275 

- UNIVERSAL  COMMUNICATIONS 
FACILITY  (UCF) 

• APPLICATIONS  DEVELOPMENT 
SYSTEMS  (ADS) 

IDMS  TELEPROCESSING  MONITOR  INTERFACE 

185 

- ADS/BATCH 

BATCH  APPLICATIONS  DEVELOPMENT  TOOL 

45 

- ADS/ONLINE 

ON-LINE  APPLICATIONS  DEVELOPMENT  TOOL 

350 

- INTERACT 

ON-LINE  INTERACTIVE  EDITING,  TEXT  PROCESSING 
AND  RJE  SYSTEM 

115 

• IDMS/CULPRIT 

DATA  RETRIEVAL  AND  REPORT  GENERATOR 

1,000 

• ONLINE  QUERY 

INTERACTIVE  INFORMATION  RETRIEVAL  SYSTEM 

600 

• ONLINE  ENGLISH 

ENGLISH-LANGUAGE  QUERY  FACILITY 

55 

• DISTRIBUTED  DATA  BASE  SYSTEM 

DISTRIBUTED  DATA  BASE  SYSTEM 

50 

• ESCAPE  PRODUCTS 

NON-IDMS  APPLICATION  INTERFACE 

35 

• IDMS-DMS  INTERFACE 

IDMS-CICS  DMS/VS  INTERFACE 

12 

• DICTIONARY  LOADER 

IDD  OPTION 

18 

• INFORMATION  DIRECTORY 

CENTRAL  DICTIONARY/DIRECTORY 

30 

AUDIT  SOFTWARE 

• EDP-AUDITOR/1983 

AUDIT  SOFTWARE  PACKAGE 

600 

APPLICATION  SOFTWARE 

• CUSTOMER  INFORMATION  SYSTEM 

ON-LINE  CUSTOMER  INFORMATION  SYSTEM 

12 

• CULLINANE  MANUFACTURING 
SYSTEM 

ON-LINE  COMPREHENSIVE  MANUFACTURING 
SYSTEM 

12 

• CULLINANE  FINANCIAL  SYSTEMS/ 
GENERAL  LEDGER 

ACCOUNTING  PACKAGE 

6 
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. ADS/OnLine,  which  allows  users  to  define,  generate,  and 
execute  on-line  data  base  applications  through  interactive 
terminals. 

. INTERACT,  a facility  for  on-line  program  development,  which 
provides  text  editing,  remote  job  entry  and  retrieval,  data  set 
and  catalog  management,  document  processing,  and  an  inter- 
pretive English-like  programming  language. 

IDMS/CULPRIT  is  a data  retrieval  and  report  generator  designed  to 
produce  user-specified  reports  off  of  an  IDMS  data  base  or  any  other 
type  of  file. 

OnLine  Query  is  an  inquiry/response  system  providing  conversational 
access  to  IDMS  for  the  purpose  of  answering  ad  hoc  data  base  requests 
and  simplifying  the  writing  of  formal  reports. 

OnLine  English  is  an  on-line  management  information  query  facility 
that  allows  the  nontechnical  manager  to  access  data  via  simple,  Eng- 
lish-like  commands. 

Distributed  Database  System  permits  IDMS  applications  running  on  a 
distributed  system  to  access  and  update  remote  data  bases.  It  also 
allows  applications  running  on  two  or  more  large  IBM  (or  equivalent) 
mainframes  located  in  the  same  installation  to  access  and  update  a 
common  data  base. 

The  ESCAPE  products  are  interfaces  allowing  programs  written  under 
non-IDMS  data  base  management  systems  to  access  IDMS  data  bases 
with  minimal  modification. 

The  IDMS/DMS  Interface  allows  the  user  to  access  and  update  the 
IDMS  data  base  in  the  on-line  CICS  DMS/VS  environment.  The  package 
consists  of  both  batch  and  on-line  components. 

Information  Directory,  the  central  integrated  directory  control  file, 
stores,  documents,  and  secures  processing  and  audit  information.  It  is 
used  with  CULPRIT,  On-Line  Query,  EDP-AUDITOR/1983,  and  other 
products. 

• Cullinane  markets  its  audit  and  retrieval  software  as  the  EDP- 
AUDITOR/1983.  The  package  combines  report-generating  capabilities  with  a 
library  of  audit  routines  to  perform  tasks  such  as  file  footing,  sampling,  and 
exception  and  summary  analysis. 

• Cullinane  began  marketing  applications  software  in  1981.  The  company 
rewrites,  modifies,  and  enhances  the  products  it  acquires  and  fully  integrates 
them  with  its  IDMS  product  line.  Applications  for  banking,  manufacturing, 
and  finance  are  provided. 
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The  Customer  Information  System  is  an  on-line  information  and  re- 
trieval system  designed  for  use  with  IDMS  in  the  banking  industry. 

. The  system  is  a centralized  repository  of  customer/account 
information  supporting  most  major  banking  applications  systems, 
including  demand  deposit  accounts,  savings  accounts,  certifi- 
cates of  deposit,  installment  loans,  credit  cards,  and  ATMs. 

. The  average  selling  price  of  the  Customer  Information  System  is 
$125,000. 

The  Cullinane  Manufacturing  System  will  have  eight  modules  (three  of 
which  are  now  installed  at  test  sites)  including  Bill  of  Materials,  Inven- 
tory Control,  Material  Requirements  Planning  (MRP),  Shop  Floor 
Control  (SFC),  Master  Production  Schedule  (MPS),  Order  Entry,  Pur- 
chasing, and  Costing. 

Cullinane  Financial  Systems/General  Ledger,  a cross-industry  account- 
ing package  with  complete  general  ledger  capabilities,  was  made 
available  in  October  1982. 

Additional  financial  applications  to  become  available  during  1983 
include: 

. Accounts  payable. 

. Accounts  receivable. 

. Fixed  assets. 

• Magnuson  Computer  Systems  offers  IDMS/Microcode  Assist  (IDMS/MA)  as  an 
optional  feature  on  its  mainframes.  The  product  consists  of  microcode 
instructions  from  IDMS  which  increase  the  performance  of  Magnuson  com- 
puters running  under  IDMS  by  5%  to  10%. 

• Cullinane  and  Computer  Pictures  have  developed  graphics  software  options 
(interfaces  and  summarization/charting  procedures)  that  allow  applications 
running  under  IDMS  to  interface  with  Computer  Pictures'  microcomputer- 
based  graphics  terminal  system  "TREND-SPOTTER  '82". 

Information  stored  in  the  data  base  is  accessed  readily  by  nontechnical 
senior  executives  for  color  graphic  display. 

Cullinane's  graphics  software  interfaces  range  in  price  from  $15,000  to 
$35,000  and  are  available  for  use  with  each  of  Cullinane's  applications 
software  products. 

Computer  Pictures'  TREND-SPOTTER  system  ranges  in  price  from 
$20,000  to  over  $100,000,  depending  on  peripheral  equipment. 

• In  July  1982,  Cullinane  and  Comserv  Corporation  entered  into  an  agreement 
under  which  Comserv  will  be  licensed  to  sell  several  of  Cullinane's  IDMS 
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software  products  in  conjunction  with  their  manufacturing  software  system, 
AMAPS.  Cullinane  will  install  the  IDMS  products  and  Comserv  will  supply  and 
support  the  IDMS/AMAPS  interface. 

• Cullinane  offers  a comprehensive  data  base  and  applications  software  service 
including  applications  software  and  development  systems  (ADS)  and  an  Appli- 
cation Data  Center  providing  clients  with  full  use  of  IBM  3033  equipment  and 
Cullinane's  data  access  and  applications  audit  tools.  The  center  is  used  pri- 
marily by  companies  without  computers  or  sufficient  processing  power  to 
develop  their  own  applications. 

The  center  also  offers  a Catastrophe  Recovery  System  for  use  as  a 
backup  computer  site  in  case  of  a disaster. 

• In  April  1982  Cullinane  opened  district  support  centers  in  Atlanta,  Philadel- 
phia, Chicago,  and  Los  Angeles  to  provide  local  software  support  services. 

Each  center  has  on-line  access  to  Cullinane's  new  Technical  Support 
Information  System  (TSIS),  an  automated  customer  information 
management  system  designed  for  control  of  support  services. 

INDUSTRY  MARKETS 

• Cullinane's  revenue  is  derived  from  the  following  industries: 


Banking  and  finance  27% 

Manufacturing  24 

Federal,  state,  and  local 
government  8 

Insurance  6 

Utilities/energy  5 

Retail  and  distribution  4 

Education  3 

Other  23 


100% 


GEOGRAPHIC  MARKETS 

• Approximately  76%  of  Cullinane's  fiscal  1982  revenue  was  domestic,  the 
remaining  24%  was  international. 

• Cullinane  has  more  than  6,000  product  installations  in  45  countries,  with 
offices  in  55  cities  throughout  the  world. 

U.S.  offices  are  located  in  Atlanta  and  Jonesboro  (GA);  Minneapolis;  St. 
Louis;  Philadelphia;  Pittsburgh;  Detroit;  Dallas;  Houston;  Culver  City, 
Palo  Alto,  and  San  Diego  (CA);  Cincinnati,  Akron,  and  Strongsville 
(OH);  Denville  and  Edison  (NJ);  Englewood  (CO);  Oak  Brook  and  Palan- 
tine  (IL);  Falls  Church  (VA);  Indianapolis;  Mercer  Island  and  North  Bend 
(WA);  and  Washington,  D.C. 
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There  are  14  Cullinane  foreign  subsidiary  and  affiliate  locations  in 
Australia,  Belgium,  Brazil,  Canada,  England,  France,  and  Mexico. 

Cullinane  has  20  independent  sales  representatives  worldwide. 

1 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Cullinane's  mainframes  are  located  in  Westwood  (MA)  and  are  operated  and 
managed  by  Cullinane. 

I IBM  3033,  MVS-JES2. 

I NAS  AS/5  Model  3,  MVS-JES2. 

I Magnuson  M80  Model  43,  MVS-JES2,  VM/CMS,  DOS/VSE,  VSI. 

I IBM  3083,  to  be  added  by  mid- January  1983. 

• Cullinane's  Application  Data  Center  clients  can  access  the  company's  main- 
frames via  Telenet,  Tymnet,  dial-up  or  leased  lines,  WATS  lines,  or  through 
Cullinane's  own  private  network. 
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CULLINANE  DATABASE  SYSTEMS,  INC. 

40  Blue  Hill  Drive 
Westwood,  MA  02090 
(617)  329-7700 


John  J.  Cullinane,  President 
Public  Corporation,  OTC 
Total  Employees:  410 
Total  Revenue,  Fiscal  Year  End 


4/30/81:  $29,351,000 


THE  COMPANY 

• Cullinane  Database  Systems,  Inc.,  founded  in  1968,  develops,  markets,  and 
supports  data  base  management,  EDP  audit/retrieval,  and  applications  soft- 
ware products. 

In  December  1980,  the  company  changed  its  name  from  Cullinatie 
Corporation  to  more  accurately  reflect  the  nature  of  its  business. 

• In  September  1980,  Cullinane  made  a public  offering  of  300,000  shares  of  stock 
which  generated  $15  million  in  net  proceeds.  These  funds  are  for  use  in 
acquiring  and  marketing  applications  software. 

• Fiscal  1981  revenue  increased  66%  to  $29.3  million  from  $17.7  million  in  fiscal 
1980.  Net  income  rose  89%  to  $4.6  million  during  the  same  period.  The 
following  chart  contains  a five-year  financial  summary  of  Cullinane's  business: 
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CULLINANE  DATABASE  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


ISCAL  YEAR 

ITEM 

4/81 

4/80 

4/79 

4/78 

4/77 

Revenue(a) 

. Percent  increase 
from  previous  year 

$29,351 

66% 

$17,727 

48% 

$1 1,974 
51% 

$ 7,914 
71% 

$ 4,638 

Income  before  taxes 

and  extraordinary  item 
. Percent  increase 
from  previous  year 

$ 8,324 
94% 

$ 4,300 
40% 

$ 3,080 
55% 

$ 1,993 
129% 

$ 871 

Net  income 
. Percent  increase 
from  previous  year 

$ 4,554 
89% 

$ 2,404 
34% 

$ 1,794 
72% 

$ 1,044 
1 08% 

$ 502 

Net  earnings  per  share(b) 
. Percent  increase 
from  previous  year 

$ 1.47 

67% 

$ 0.88 
31% 

$ 0.67 
40% 

$ 0.48 
85% 

$ 0.26 

(a)  In  order  to  conform  with  the  presentation  of  financials  adopted  in  fiscal  1981, 
revenue  for  the  period  prior  to  May  I,  1980,  has  been  reduced  by  dollar 
amounts  previously  attributed  to  discounts  to  foreign  representatives. 


(b)  Adjusted  to  reflect  a 2-for-l  stock  split  effective  November  10,  I 980. 

• Approximately  29%  of  the  increase  in  fiscal  1981  profits  was  the  result  of 
interest  earned  from  the  $15  million  in  September  1980  stock  proceeds. 
Increase  in  fiscal  1981  revenue  was  also  due  to  the  greater  volume  of  products 
sold.  An  increased  number  of  integrated  products  were  made  available  in 
1981,  and  customers  acquired  a larger  number  of  components  in  a single 
purchase. 

• Research  and  development  expenditures  were  $3.6  million  and  $2  million  in 
fiscal  1981  and  1980,  respectively. 

• Revenue  for  the  first  quarter  of  fiscal  1982,  ending  July  31,  were  $10.2 
million,  a 67%  increase  over  the  same  period  in  fiscal  1981.  Net  income  for 
this  period  increased  1 1 0%  over  fiscal  1981  to  $1 .62  million. 

• On  September  14,  1981,  Cullinane  announced  a 2-for-l  stock  split  payable  on 
October  26,  1981. 

• Cullirnne's  subsidiaries  include: 
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Cull  inane  Database  Systems,  Inc.,  Interactive  Systems,  headquartered 
in  Palo  Alto,  CA.  This  subsidiary  was  formerly  Mentel,  Inc.,  until 
acquisition  by  Cullinane  in  October  1978.  Mentel  had  developed  a text 
processing  product  called  MENTEXT,  which  Cullinane  now  markets  as 
INTERACT. 

Computer  Audit  Systems,  Inc.  (CAS),  headquartered  in  Denville,  NJ. 
Acquired  by  Cullinane  in  1977,  CAS  markets  data  processing  audit 
software. 

Cullinane  Canada,  Ltd.,  headquartered  in  Toronto. 

Cullinane  (U.K.),  Ltd.,  headquartered  in  London. 

• Cullinane's  approximately  410  employees  are  segmented  as  follows: 


Marketing/sales  65 

Customer  support  (in-house  and  field)  97 

Programmers/analysts  71 

Technical/documentation  personnel  37 

General  135 

Officers  5 


410 

• The  major  competitors  of  Cullinane's  IDMS  product  line  are  IBM  (IMS), 
Software  AG  (ADABAS),  and  Cincom  Systems  (TOTAL).  The  EDP  audit 
products  compete  with  similar  offerings  from  Pansophic  Systems  (Easytrieve), 
Informatics  (MARK  IV),  and  Program  Products  (Audit  Analyzer).  Applications 
products  compete  with  Comserv's  AMAPS,  Arista  Manufacturing  Systems' 
financial  packages,  and  general  ledger  packages  from  Software  International 
and  Management  Science  America. 

KEY  PRODUCTS  AND  SERVICES 

• Virtually  all  of  Cullinane's  fiscal  1981  revenue  was  derived  from  the  license 
and  maintenance  of  software  systems.  Revenue  contribution  from  processing 
and  professional  services  was  not  material.  A financial  summary  by  product 
type  is  presented  in  the  following  chart: 

CULLINANE 

FIVE-YEAR  FINANCIAL  SUMMARY 


BY  PRODUCT  TYPE 
($  thousands) 

4/81  4/80  4/79 

4/78 

4/77 

Data  base  management 

systems 

$25,545  $14,369  $ 9,609 

$ 6,005 

$ 3,301 

Audit  and  retrieval 

systems 

3,735  3,264  2,315 

1,879 

1,326 

Other 

71  94  50 

30 

1 1 

$29,351  $17,727  $11,974 

$ 7,914 

$ 4,638 
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• Cullinane  offers  a family  of  data  base  management  system-related  products. 
Its  major  component,  IDMS  (Integrated  Data  Base  Management  System),  was 
originally  developed  as  the  IBM  version  of  Honeywell's  IDS  (Integrated  Data 
System)  by  B.F.  Goodrich  in  1970.  Cullinane  obtained  marketing  rights  to 
IDMS  in  1973.  The  company's  integrated  data  base,  audit/retrieval,  and 
applications  software  products  operate  as  modular  systems  based  on  IDMS. 

The  exhibit  contains  a listing  of  Cullinane's  software  product  offerings. 

All  products  are  operational  on  IBM  360/370/303X/4300  mainframes  and 
on  plug  compatible  equivalents.  Versions  are  available  for  DOS, 
DOS/VS,  OS,  VS  I,  SVS,  MVS,  and  the  VM/370  operating  systems. 

• In  addition  to  IDMS,  Cullinane  offers  the  following  data  base  software 
products: 

Integrated  Data  Dictionary  (IDD)  integrates  Cullinane's  data  base 
software,  providing  a central  information  file  and  control  facility  for 
the  location,  status,  and  definition  of  data  resources  used  by  these 
products. 

IDMS -DC  is  a teleprocessing  monitor  designed  to  meet  the  high-volume 
teleprocessing  requirements  of  distributed  data  processing. 

. Universal  Communications  Facility  (UCF)  is  a subset  of  IDMS- 
DC  enabling  IDMS-based  software  applications  to  be  run  under 
another  vendor's  teleprocessing  monitor. 

Applications  Development  Systems  (ADS)  are  IDMS-based  applications 
development  productivity  aids.  These  include: 

. ADS-Batch,  which  enhances  the  user's  productivity  in  developing 
batch  applications  programs  by  providing  automatic  editing, 
transaction  file  error  checking,  and  standard  definitions. 

. ADS-OnLine,  which  allows  users  to  define,  generate,  and  execute 
on-line  data  base  applications  through  interactive  terminals. 

. INTERACT,  a facility  for  on-line  program  development,  which 
provides  text  editing,  remote  job  entry  and  retrieval,  data  set 
and  catalog  management,  document  processing,  and  an  inter- 
pretive English-like  programming  language. 

IDMS/CULPRIT  is  a data  retrieval  and  report  generator  designed  to 
produce  user-specified  reports. 

OnLine  Query  is  an  inquiry/ response  system  providing  conversational 
access  to  IDMS  for  the  purposes  of  answering  ad  hoc  data  base  requests 
and  simplifying  the  writing  of  formal  reports. 
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EXHIBIT 


CULLINANE  SOFTWARE  PRODUCT  OFFERINGS 


PRODUCT 

FUNCTION 

NUMBER 

INSTALLED 

DATA  BASE  SOFTWARE 

• IDMS 

DATA  BASE  MANAGEMENT  SYSTEM 

800+ 

• IDD 

INTEGRATED  DATA  DICTIONARY 

600+ 

• IDMS-DC 

TELEPROCESSING  MONITOR 

145 

- UNIVERSAL 

COMMUNICATIONS 

IDMS  TELEPROCESSING  MONITOR  INTERFACE 

12 

FACILITY  (UCF) 

• APPLICATIONS 

DEVELOPMENT 

SYSTEMS  (ADS) 

- ADS-BATCH 

BATCH  APPLICATIONS  DEV  ELOPMENT  TOOL 

10 

- ADS-ONLINE 

ON-LINE  APPLICATIONS  DEVELOPMENT  TOOL 

NEW 

- INTERACT 

ON-LINE  INTERACTIVE  EDITING,  TEXT  PROCESSING 

AND  RJE  SYSTEM 

90 

• IDMS/CULPRIT 

DATA  RETRIEVAL  AND  REPORT  GENERATOR 

650 

• ONLINE  QUERY 

INTERACTIVE  INFORMATION  RETR IEVAL  SYSTEM 

375+ 

• ONLINE  ENGLISH  (OLE) 

ENGLISH-LANGUAGE  QUERY  FACILITY 

10 

• DISTRIBUTED  DATA  BASE 

SYSTEM 

DISTRIBUTED  DATA  BASE  SYSTEM 

10 

• ESCAPE  PRODUCTS 

NON  IDMS  APPLICATION  INTERFACE 

5 

• IDMS-DMS  INTERFACE 

IDMS-CICS  DMS/VS  INTERFACE 

10 

AUDIT  SOFTWARE 

• INFORMATION 

DIRECTORY 

CENTRAL  DICTIONARY/DIRECTORY  FOR  AIMS 

5 

• E DP-AUDITOR 

AUDIT  SOFTWARE  PACKAGE 

500 

- EDP-AUDITOR  13 

AUDIT  PACKAGE  FOR  IBM  SYSTEM  13 

50 

• CARS 

AUDIT  INFORMATION  RETRIEVAL  SYSTEM 

650+ 

APPLICATION  SOFTWARE 

• CUSTOMER  INFORMATION 

ON-LINE  CUSTOMER  INFORMATION  SYSTEM  FOR 

SYSTEM  (CIS) 

BANKS 

3(NEW) 

• CULLINANE  INTEGRATED 

MANUFACTURING 

ON-LINE  COMPREHENSIVE  MANUFACTURING 

NEW 

SYSTEM  (CIMS) 

SYSTEM 
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OnLine  English  (OLE)  is  an  on-line  management  information  cfjery 
facility  that  allows  the  nontechnical  manager  to  access  data  via  simple, 
English-like  commands.  The  system  is  based  on  Artificial  Intelligence 
Corporation's  ROBOT  inquiry  program.  Cullinane  purchased  non- 
exclusive rights  to  the  product  in  October  1979  for  $500,000  plus 
royalty  payments.  The  OLE  product  has  been  fully  integrated  with 
IDMS. 

Distributed  Database  System  permits  applications  running  on  a distrib- 
uted system  to  access  and  update  remote  data  bases.  It  also  allows 
applications  running  on  two  or  more  large  IBM  (or  equivalent)  main- 
frames located  in  the  same  installation  to  access  and  update  a common 
data  base. 

The  ESCAPE  products  are  interfaces  allowing  programs  written  under 
non-IDMS  data  base  management  systems  to  access  IDMS  data  bases 
with  minimal  modification. 

The  IDMS/DMS  Interface  allows  the  user  to  access  and  update  the  IDMS 
data  base  in  the  on-line  CICS  DMS/VS  environment.  The  package 
consists  of  both  batch  and  on-line  components. 

• Cullinane  markets  its  audit  and  retrieval  software  as  the  Audit  Information 
Management  System  (AIMS).  The  products  provide  internal  control  over 
computer  operations  and  perform  independent  audits  of  processing  installa- 
tions. Included  are: 

Information  Directory  (ID),  the  central  audit  system  directory,  stores, 
documents,  and  secures  processing  and  audit  information. 

EDP-Auditor,  a package  combining  report-generating  capabilities  with 
a library  of  audit  routines  to  perform  tasks  such  as  file  footing, 
sampling,  and  exception  and  summary  analysis. 

. EDP-Auditor/3  is  a retrieval  package  developed  for  use  with  the 
IBM  System/3  small  business  computer. 

CARS,  an  audit  tool  which  can  be  implemented  on  any  mainframe 
supporting  ANSI  COBOL,  is  the  only  product  now  being  marketed  by 
Cullinane  that  is  operational  on  computers  other  than  IBM  or  its  plug- 
compatible  equivalents. 

• Cullinane  began  marketing  applications  software  fully  integrated  with  the 
IDMS  product  line  in  fiscal  1981.  Available  products  and  recent  acquisitions 
include  applications  for  banking,  manufacturing,  and  finance.  These  are: 

Customer  Information  System  (CIS),  an  on-line  information  and 
retrieval  system  designed  for  use  with  IDMS  in  the  banking  industry. 
The  system  is  a centralized  repository  of  customer /account  information 
supporting  most  major  banking  application  systems,  including  demand 
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deposit  accounts,  savings  accounts,  certificates  of  deposit,  installment 
loans,  credit  cards,  and  ATMs. 

. Cullinane  acquired  CIS  in  May  1980  from  Boatmen's  National 
Bank  in  St.  Louis  for  $300,000. 

Cullinane  Integrated  Manufacturing  System  (CIMS),  an  IDMS-based 
comprehensive  manufacturing  system.  The  system  includes  facilities 
for  production  and  capacity  planning,  shop  floor  control,  manufacturing 
resource  planning,  and  bill  of  materials  processing. 

. In  February  1 981 , Cullinane  acquired  marketing  and  modification 

rights  to  Rath  & Strong  Systems  Products,  Inc.'s  PIOS  (Produc- 
tivity and  Inventory  Optimization  Systems)  for  $1.1  million. 
CIMS  is  based  on  this  product  . 

In  August  1981,  Cullinane  acquired  non-exclusive  rights  to  McCormack 
& Dodge's  General  Ledger  Plus  package.  The  product  will  be  integrated 
with  IDMS  for  marketing  next  summer. 

• In  October  1980,  Cullinane  announced  the  formation  of  a comprehensive 
applications  software  service.  In  addition  to  the  introduction  of  applications 
software  and  development  systems  (ADS),  Cullinane  opened  an  Application 
Data  Center,  offering  clients  full  use  of  IBM  3033  equipment  and  Cullinane's 
data  access  and  application  audit  tools.  The  center  is  used  primarily  by 
companies  without  computers  or  sufficient  processing  power  to  develop  their 
own  applications. 

The  center  also  offers  a Catastrophe  Recovery  System  for  use  as  a 
backup  computer  site  in  case  of  a disaster. 

• In  fall  1980,  Magnuson  Computer  Systems  announced  IDMS/Microcode  Assist 
(IDMS/MA)  as  an  optional  feature  on  its  mainframes.  The  product  consists  of 
microcode  instructions  from  IDMS  which  increase  the  performance  of 
Magnuson  computers  running  under  IDMS  by  5%  to  10%. 

INDUSTRY  MARKETS 

• Cull irane's  revenue  is  derived  from  the  following  industries: 


Banking  and  finance  27% 

Manufacturing  24 

Federal,  state,  and  local 
government  8 

Insurance  6 

Utilities/energy  5 

Retail  and  distribution  4 

Education  3 

Other  23 


100% 
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GEOGRAPHIC  MARKETS 

• Approximately  80%  of  Cullinane's  fiscal  1981  revenue  was  domestic,  the 
remaining  20%  was  international. 

• U.S.  offices  are  located  in  Atlanta  and  Jonesboro,  GA;  Minneapolis;  St.  Louis; 
Philadelphia;  Pittsburgh;  Detroit;  Dallas;  Houston;  Culver  City,  Palo  Alto,  and 
San  Diego,  CA;  Cincinnati,  Akron,  and  Strongsville,  OH;  Denville  and  Edison, 
NJ;  Englewood,  CO;  Oak  Brook  and  Palantine,  IL;  Falls  Church,  VA;  Indian- 
apolis; and  Mercer  Island  and  North  Bend,  WA. 

• Cullinane's  foreign  subsidiary  and  affiliate  locations  include  London,  Toronto, 
Brussels,  Rio  de  Janeiro,  Mexico  City,  North  Sydney  and  Phillip  (Australia). 

Cull  inane  has  19  independent  sales  representatives  worldwide. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Cullinane's  mainframes  are  located  in  Wilmington,  MA,  and  are  operated  under 
a facilities  management  contract  with  AVCO  Computer  Services.  The 
following  Cullinane  equipment  is  maintained: 

I IBM  30  33,  MVS-JES2. 

I NAS  AS/5  Model  3,  MVS-JES2. 

I Magnuson  M80  Model  43,  MVS-JES2,  VM/CMS,  DOS/VSE,  VS  I . 

• Cullinane's  Application  Data  Center  clients  have  access  to  the  company's  IBM 
3033  and  to  an  IBM  3033  AP  owned  by  AVCO.  The  NAS  and  Magnuson 
mainframes  are  used  by  Cullinane  for  internal  processing  and  product  develop- 
ment. 


The  network  may  be  accessed  via  Telenet,  TYMNET  (except  for  the 
AVCO  mainframe),  dial-up  or  leased  lines,  WATS  lines,  or  through 
Cullinane's  own  private  network. 
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CULLINANE  CORPORATION 

20  William  Street 
Wellesley,  MA  02181 
(617) 237-6600 


John  J.  Cullinane,  President 
Public  Corporation,  OTC 
Total  Employees:  174 
Total  Revenues,  Fiscal  Year  End 
4/30/79:  $13,927,130 


THE  COMPANY 

• Cullinane  was  founded  in  1968  to  develop  and  market  software  products  in  the 
support  of  EDP  audit  and  data  base  management  activities.  Software  product 
sales  still  constitute  the  majority  of  Cullinane's  revenues. 

• In  August  1978,  Cullinane  became  a publicly  owned  corporation  with  shares 
trading  on  the  Over  the  Counter  exchange. 

• Cullinane's  revenues  have  grown  at  an  average  annual  growth  rate  of  69%  for 
the  past  five  years  - a growth  rate  almost  four  times  the  industry  average  of 
19%  for  computer  service  companies  in  general. 

Revenues  for  1979  were  $13,927,130,  a 56%  increase  over  1978 
revenues  of  $8,920,545.  Net  income,  before  an  accounting  change  was 
made,  grew  58%  over  that  reported  in  1978. 

. Management  attributes  the  increase  in  revenues  primarily  to 
increased  sales  of  the  company's  data  base  management  systems. 
A five  year  financial  summary  follows: 

CULLINANE 

FIVE  YEAR  FINANCIAL  SUMMARY 
($  Thousand,  Except  Per  Share  Data) 

FYE  April  30 


F ISCAL  YEAR___— -- — 

ITEM 

1979 

1978 

1977 

1976 

1975 

Revenues 

$13,927 

$8,921 

$5,291 

$3,433 

$1,645 

. Percent  increase 
from  previous  year 

56% 

69% 

54% 

109% 

74% 

Income  before  taxes 
and  extraordinary 
item 

$ 3,080 

$1,993 

$ 871 

$ 490 

$ 252 

. Percent  increase 
from  previous  year 

55% 

129% 

78% 

94% 

16% 

Net  income 

$ 1, 794(A) 

$1,044 

$ 502 

$ 265 

5 2I5(E) 

. Percent  increase 
from  previous  year 

72%(B) 

108% 

89% 

23% 

8% 

Per  share  earnings 

$ 1.34(C) 

$ .95 

$ .53 

$ .28 

$ -20(E) 

. Percent  increase 
from  previous  year 

4 1 %(D) 

79% 

89% 

40% 

18% 
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(A)  After  an  additional  $141,000  to  reflect  an  accounting  change. 

(B)  Actual  growth  before  accounting  change:  58%. 

(C)  After  an  accounting  change  of  an  additional  $.10  per  share. 

(D)  Actual  growth  before  accounting  change:  31%. 

(E)  After  extraordinary  item  of  $84,000  or  $.08  per  share. 

• In  October  1978,  Cullinane  purchased  Mentel,  Inc.,  of  Palo  Alto,  CA  for 
approximately  $200,400.  Mentel  had  developed  a text  processing  product 
called  MENTEXT.  Cullinane  now  markets  the  product  under  the  name  of 
INTERACT. 

• In  1979,  Cullinane  announced  the  establishment  of  two  new  subsidiaries, 
Cullinane  Canada,  Ltd.  and  Cullinane  (U.K.),  Ltd. 

• Cullinane's  1 74  employees  are  segmented  as  follows: 


Marketing/sales  41 

Customer  support  36 

Programmers/analysts  55 

Technical/documentation  personnel  14 
General  and  administrative  42 


174 

• The  major  competitors  of  Cullinane's  IDMS  product  line  are  IBM  (IMS), 
Software  ag  (ADABAS),  and  Cincom  System  (TOTAL).  The  EDP  audit  products 
compete  with  similar  offerings  from  Pansophic  Systems  (Easytrieve), 
Informatics  (MARK  IV),  and  Program  Products  (Audit  Analyzer). 


KEY  PRODUCTS  AND  SERVICES 

• Approximately  93%  of  Cullinane's  revenues  are  derived  from  the  license  and 
maintenance  of  software  systems.  The  remaining  7%  is  derived  from 
professional  consulting  and  other  miscellaneous  related  services. 

• Until  1976  the  majority  of  Cullinane's  revenues  came  from  the  license  of 
computer  audit  and  retrieval  system  products.  Since  that  time,  DBMS 
products  have  been  the  major  revenue  contributor  as  shown  from  the  chart 
below: 
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CULLINANE 

FIVE  YEAR  FINANCIAL  SUMMARY 
BY  PRODUCT  TYPE 
($  Thousand) 


FISCAL  YEAR — 

item 

1979 

1978 

1977 

1976 

1975 

Data  base  management 

$6,770 

$3,764 

$2,228 

$ 645 

systems 

$11,171 

Audit  and  retrieval 

933 

systems 

2,706 

2,121 

1,515 

1,153 

Other 

50 

30 

12 

52 

67 

$13,927 

$8,921 

$5,291 

$3,433 

$1,645 

The  Cullinane  Data  Management  System  (CDMS)  is  a family  of  DBMS  related 
products.  Its  major  component,  IDMS  (Integrated  Data  Base  Management 
System)  was  originally  developed  as  the  IBM  version  of  Honeywell's  IDS 
(Integrated  Data  System)  by  B.F.  Goodrich  in  1970.  Cullinane  Corporation 
obtained  marketing  rights  to  IDMS  in  1973. 

With  IDMS  serving  as  the  basic  component,  Cullinane  began  development  of  a 
series  of  add-on  enhancements.  These  products  are  listed  in  Exhibit  A and 
consist  of  the  IDMS/CMS  version,  Integrated  Data  Dictionary  ODD),  On-line 
Query  2,  IDMS/CULPRIT,  and  1DMS-DC. 

All  products,  are  operational  on  IBM  360/370/303X/4300  mainframes 
and  on  plug  compatible  equivalents.  Versions  are  available  for  DOS, 
DOS/VS,  OS,  VS  I,  SVS,  MVS,  and  the  VM/370  operating  systems. 

In  1978  Cullinane  announced  IDMS  5.0,  a new  release  of  IDMS  designed 
to  increase  efficiencies  for  on-line  users.  Major  enhancements  include 
concurrent  update,  IDMS-DC  integration,  reduction  in  the  DBMS  inter- 
face, reentrancy,  journaling  of  data  base  updates,  and  automatic 
recovery  and  rollback. 

IDMS-DC  teleprocessing  monitor  was  designed  to  meet  the  high-volume 
teleprocessing  requirements  of  distributed  data  processing.  Cullinane 
claims  it  is  presently  the  only  major  vendor  which  can  support  distrib- 
uted data  base  networks. 

INTERACT,  a facility  for  on-line  program  development,  provides  text 
editing,  remote  job  entry  and  retrieval,  data  set  and  catalog  manage- 
ment, document  processing,  and  an  interpretive  English-like  program- 
ming language. 

In  1978,  Cullinane,  in  conjunction  with  Digital  Equipment  Corporation 
(DEC),  developed  a version  of  IDMS  for  use  on  the  DEC  PDP-11 
computer  series.  DEC  is  currently  marketing  this  product  as  DMS-I  I. 

Cull  inane's  audit  software  systems  are  designed  to  be  used  as  standalone 
systems  or  as  part  of  a data  base  management  system.  CARS,  a computer 
audit  tool,  is  the  only  product  currently  marketed  by  Cullinane  which  can  be 
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CULLINANE 

SOFTWARE  PRODUCT  OFFERINGS 


PRODUCT 

NAME 

FUNCTION 

YEAR 

INTRO- 

DUCED 

LICENSE 

FEE 

NUMBER 

IN- 

STALLED 

DATA 

MANAGEMENT 

SYSTEMS 

• IDMS 

DATA  BASE  MANAGEMENT  SYSTEM 

1974 

$50,000 

419 

• IDMS/CMS 

CMS  VERSION 

1978 

$60,000 

9 

• IDD 

INTEGRATED  DATA  DICTIONARY 

1977 

$15,000 

192 

• ON-LINE 

QUERY  LANGUAGE 

1972 

$15,000 

163 

QUERY  2 

1979 

• IDMS/CULPRIT 

DATA  RETRIEVAL  AND  REPORT 
GENERATOR 

1970 

$22,000 

214 

• IDMS-DC 

TELECOMMUNICATIONS  MONITOR 

1979 

$50,000 

12 

• INTERACT 

ON-LINE  INTERACTIVE  EDITING, 

1978 

$25,000 

40 

TEXT  PROCESSING  AND  RJE  SYSTEM 

EDP  AUDIT 

SYSTEMS 

• EDP  AUDITOR 

AUDIT  SOFTWARE  PACKAGE 

1971 

$15,000 

319 

• CARS 

AUDIT  TOOL 

1977 

$ 8,500 

TO 

120 

$15,000 

• EDP-AUDITOR/3 

EDP  AUDITOR  DESIGNED  FOR  USE  ON 
IBM  SYSTEM  3 

1977 

$ 5,000 

34 
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implemented  on  computers  other  than  IBM  systems.  EDP  Auditor  is  an  audit 
and  retrieval  system  that  operates  on  IBM  360/370/303X/4300  computers  as 
well  as  other  compatible  systems. 

• All  products  marketed  by  the  company  are  sold  on  a license  to  use,  or  rental 
basis.  Under  the  license  to  use,  users  are  charged  an  additional  10%  annual 
renewal  fee  based  on  the  cost  of  the  initial  licensing  fee. 

Approximately  77%  of  Cull  inane's  1979  revenues  were  derived  from 
license  to  use  agreements  and  13%  from  renewal  fees.  The  remaining 
10%  came  from  full  payout  leases,  rental  and  other  arrangements. 

• New  product  enhancements  planned  by  Cull  inane  are: 

Shared  Data  Base  which  allows  multiple  CPU's  to  access  and  update  a 
common  data  base. 

DL/I  interface. 

On-line  Update  Facility  which  will  allow  users  to  perform  data  base  and 
program  updating  from  an  interactive  terminal. 

Source  System  Library  which  will  interface  INTERACT  and  IDD  and 
provide  a means  of  automatically  recording  and  tracking  all  program 
changes. 

Automatic  Applications  Development  System  (AADS)  which  will  provide 
a set  of  software  tools  to  produce  application  software. 

INDUSTRY  MARKETS  Cullinane's  revenues  are  derived  from  the  following  industry 

markets: 


Manufacturing  35% 

Banking  and  Finance  30 

Education  15 

Federal,  state  and  local  government  15 

Other  5 


100% 


GEOGRAPHIC  MARKETS  Approximately  72%  of  Cullinane's  revenues  are  derived 
from  domestic  sales  and  28%  from  foreign  countries. 


COMPUTER  HARDWARE  Cullinane  uses  an  Itel  AS/5.3  operating  under  MVS,  TSO 
for  development  and  maintenance. 
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CULLINANE  CORPORATION 

20  William  Street 
Wellesley,  MA  02181 
(617)  237-6600 


(Unupitr 

i/ 

John  J.  Cutlinane,  President 
Private  corporation 
Total  employees:  75 
Total  revenues,  fiscal  year  end 
4/30/78:  $8,500,000 


THE  COMPANY 

• Cullinane  Corporation  was  founded  in  1968  as  a software  products  company. 
Management  objectives  were  to  become  a leading  software  products  company. 
The  firm  now  has  over  1500  installations. 

• Revenues  increased  63%  from  $5.2  million  in  fiscal  1977  to  $8.5  million  in 
fiscal  1978. 

Income  before  taxes  increased  127%  during  the  same  period,  from  $1.1 
million  (21%  of  total  revenues)  to  $2.5  million  (29%  of  total  revenues). 
Revenues  have  had  an  annual  average  growth  of  56%  from  fiscal  1976 
($3.5  million)  to  fiscal  1978.  Net  after  tax  income  has  shown  an  annual 
average  growth  of  52%  during  this  same  period  (from  $521,000  in  fiscal 
1976  to  $1.2  million  in  fiscal  1978). 

• In  May  1977,  Cullinane  completed  its  acquisition  of  Computer  Audit  Systems, 
Inc.  (CAS)  of  West  Orange,  NJ.  Founded  in  1969,  CAS  had  fiscal  1975  revenues 
of  approximately  $500,000.  With  a total  of  175  users,  CAS  software  products 
were  CARS  3 and  EDP-AUDITOR  3 audit  software  packages. 


KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Cullinane  revenues  come  from  packaged  software 

sales.  Its  seven  key  products  are:  IDMS,  Integrated  Data  Dictionary, 

CULPRIT,  EDP-Auditor/CARS/EDP-Auditor/3,  On-Line  Query,  Shadow  II,  and 
CARS. 

• IDMS;  the  Integrated  Database  Management  System.  The  first  subset  of  the 
CODASYL  Data  Base  Task  Group  Language  specifications  for  IBM  computers, 
IDMS  operates  on  IBM  360/370  mainframes  running  under  OS,  DOS,  MVS,  and 
on  DEC  PDP/I  I systems.  It  has  350  installations  at  this  time. 

IDMS  stores,  retrieves,  and  manipulates  data  stored  on  random  access 
devices. 

Its  components  include  data  description  compilers,  data  dictionary 
reports,  system  modules,  and  utility  programs,  as  well  as  a data 
manipulation  language. 


February  1978 


© 1978  by  INPUT,  Menlo  Park,  CA  94025.  Reproduction  Prohibited. 


INPUT 


COMPANY  HIGHLIGHT/CULLINANE  CORPORATION/p.2 


Optional  features  include  a central  system,  a communications  interface, 
and  a retrieval  system. 

Cullinane  has  an  agreement  with  Digital  Equipment  Corporation 
whereby  DEC  markets  and  supports  IDMS  as  the  standard  data  base 
management  system  for  its  PDP/ 1 I minicomputer  series. 

• Integrated  Data  Dictionary;  a corporate  data  dictionary  system  designed  to 
document  all  kinds  of  computer  files:  conventional  as  well  as  database.  It  is 
available  to  IDMS  and  non-IDMS  users. 

• CULPRIT;  an  information  retrieval  system  for  data  base  and  file  management. 
It  can  be  interfaced  with  IDMS,  IMS,  TOTAL,  DLI,  RDMS  and  other  data  base 
systems.  CULPRIT  has  about  150  users  and  approximately  350  users  in 
conjunction  with  EDP  AUDITOR. 

• EDP-Auditor/CARS/EDP-Audi tor/3;  computer  systems  which  include  confir- 
mation and  statistical  sampling  capabilities  for  detecting  fraud.  All  types  of 
computer  hardware  - including  IBM  System/3  - are  handled.  EDP  Auditor  has 
approximately  150  users  in  addition  to  those  in  conjunction  with  CULPRIT. 

• On-Line  Query;  an  immediate  response  system  designed  for  management  use 
for  on-line  access  to  an  IDMS  database. 

Shadow  II,  a teleprocessing  monitor  developed  by  Altergo  Software  and 
introduced  by  Cullinane  in  1976.  There  are  approximately  150  Shadow  II 
installations  worldwide. 

CARS  3,  acquired  with  Computer  Audit  Systems,  is  an  audit  software 
package  for  non-IBM  computers  and  computer  systems  combining  IBM 
and  non-IBM  equipment.  CARS  3 capabilities  include  run-time 
parameter  revision  for  data  selection  and  exception  report  production; 
file  handling  for  matching  up  to  seven  related  files;  proportional, 
attribute,  and  variables  estimation  sampling;  aging  for  data  stratifica- 
tion; automatic  table  handling;  test  audit;  and  record  bypass  facilities. 
It  now  has  175  installations. 

• The  Cullinane  Data  Management  System  (CDMS)  is  a combination  of  several 

Cullinane  products.  Available  separately  as  well  as  in  a system,  these  products 
are:  IDMS,  Integrated  Data  Dictionary,  On-Line  Query,  CULPRIT,  E DP- 

Auditor,  EEO  Reporter,  and  Shadow  II  Teleprocessing  Monitor. 


APPLICATIONS  Cullinane  offers  utility  and  general  business  software. 
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INDUSTRY  MARKETS 

• Manufacturing  companies  provide  approximately  35%  of  total  revenues,  the 
banking  industry  30%,  insurance  15%,  and  government  and  education  together 
20%.  The  data  base  and  information  retrieval  applications  (IDMS  and 
CULPRIT)  are  used  primarily  by  the  banking,  insurance,  and  manufacturing 
industries. 

• The  firm's  I 500  users  include  Bank  of  America,  The  Hartford  Insurance  Group, 
RCA  Corporation,  City  of  Chicago,  University  of  California. 


GEOGRAPHIC  MARKETS 


• Approximately  85%  of  Cullinane  revenues  are  derived  from  the  U.S.  and  15% 
from  Canada,  Europe,  and  other  countries.  Customer  concentrations  follow 
computer  population  concentrations  throughout  the  U.S. 

• U.S.  branch  offices  are  located  in: 


Atlanta,  GA 
Boston,  MA 
Chicago,  IL 
Cincinnati,  OH 
Phi  ladelphia,  PA 


San  Diego,  CA 
San  Francisco,  CA 
St.  Louis,  MO 
West  Orange,  NJ 


Cullinane  also  has  representatives  in  the  following  countries: 


Austral  ia 

Benelux 

England 

Finland 

France 


Germany 

Israel 

Italy 

Japan 

Mexico 


Singapore 
South  Africa 
Spain 
Sweden 
Switzerland 


COMPUTER  HARDWARE  AND  SOFTWARE  Cullinane  does  not  have  an  in-house 
computer  center.  It  accesses  Systems  Dimensions  Ltd.  main  computer  center  in 
Ottawa,  Canada  for  its  processing  needs.  All  testing  and  development  is  performed 
on-line. 
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CULLINANE  CORPORATION  John  J.  Cullinane, 

Wellesley  Office  Park  Private  Corporation 

20  William  Street 

Wellesley,  Massachusetts  02181 

(617)  237-6600 

Total  Company  and  Computer  Services  Sales 
as  of  FY  ending  4/30/76:  $3,500,000 


NUMBER  OF  EMPLOYEES  engaged  in  computer  services:  65 

KEY  PRODUCTS /SERVICES:  Cullinane  specializes  in  providing  software 

products  for  data  base  management  retrieval,  and  auditing.  The 
firm's  four  key  products  are: 


• IDMS , Integrated  Database  Management  System:  a data 

base  management  system.  It  is  a subset  of  the  CODASYL 
Data  Base  Task  Group  Language  specifications  and  operates 
in  an  IBM  360  or  370  environment  under  OS,  DOS  or  VS. 

IDMS  stores,  retrieves  and  manipulates  data  stored  on 
random  access  devices  and  has  the  following  components: 
data  description  compilers,  data  dictionary  reports, 
data  manipulation  language,  system  modules  and  utility 
programs.  Optional  features  include  a communications 
interface  and  a retrieval  system. 

• CULPRIT:  an  information  retrieval  system  for  data  base 

and  file  management.  It  can  be  interfaced  with  IDMS, 

IMS,  TOTAL,  DLl , RDMS  and  other  data  base  systems. 


EDP-AUDITOR:  a computer  audit  system  which  includes 

confirmation  and  statistical  sampling  capabilities  for 
detecting  fraud. 


EEO- AFF IRMAT I VE  ACTION  REPORTER:  provides  all  reports 

required  by  federal  agencies  for  compliance  with  Federal 
Equal  Opportunity  legislation,  including  job  decisions, 
utilization  analysis,  goals  and  timetables,  demographic 
data  comparisons. 


Monitor:  a teleprocessing  monitor 

which  was  introduced  during  1976. 


On-Hine  query  series  will  be  introduced  in  August  this 
year. 


APPLICATIONS:  Cullinane  offers  EDP  auditing  and  personnel  oriented 

applications . 
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INDUSTRY  MARKETS:  Data  base  and  information  retrieval  applications 

(IDMS  and  CULPRIT)  are  used  mostly  by  the  banking,  insurance,  and 
manfacturing  industries.  The  banking  and  insurance  industries  each 
account  for  about  30%  of  sales,  and  manufacturing  represents  35% 
of  sales.  The  remaining  5%  is  composed  mostly  of  government  and 
education.  The  firm's  500  users  include  Bank  of  America,  The 
Hartford  Insurance  Group,  RCA  Corporation,  City  of  Chicago, 

University  of  California. 

GEOGRAPHIC  MARKETS:  Customers  are  distributed  throughout  the  U.S. 

and  Europe.  U.S.  branch  offices  are  located  in: 

• Boston,  MA  • Dallas,  TX 

• Chicago,  IL  • Los  Angeles,  CA 

• Cleveland,  OH  • San  Francisco,  CA 

• Cincinnati,  OH 

Cullinane  also  has  a branch  in  London,  and  representatives  in  the 
following  countries: 

Benelux 
England 
France 
Germany 
Israel 

COMPUTER  HARDWARE  AND  SOFTWARE:  None.  Use  outside  services. 

OVERALL  ASSESSMENT  AND  TRENDS:  Cullinane  was  founded  in  1968  with 

the  objective  of  becoming  a leading  software  products  company.  During 
the  past  eight  years  the  firm  has  developed  a loyal  base  of  over  500 
organizational  users.  These  users  have  mostly  installed  data  base 
management  and  information  retrieval  products.  There  are  presently 
142  installations  of  IDMS,  which  is  the  only  data  base  system  which 
offers  CODASYL  capability  on  IBM  equipment.  This  is  the  primary 
reason  why  DEC  has  selected  and  will  market  it  as  the  standard  data 
base  management  system  for  the  PDP-11  series  equipment.  CULPRIT 
and  the  EDP  Auditor  have  each  about  150  users  and  jointly  over  350 
users.  The  newly  introduced  EE0  reporter  has  5 users.  Several  users 
have  more  than  one  Cullinane  product,  due  to  both  product  efficiency 
and  strong  marketing  and  technical  support  provided  by  the  firm. 
Profits  were  $521,000  for  fiscal  year  1976,  or  15%  and  Cullinane' s 
outlook  should  continue  to  be  positive. 


Japan 

Spain 

Sweden 

Switzerland 
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Cutler-Williams,  Inc. 


President: 

4000  McEwen  South 
Suite  200 
Dallas,  TX  75244 
Phone: 

Fax: 


George  Enochs 


(214)  960-7054 
(214)  991-9021 


Status:  Private 

Employees:  650  (2/95) 

Revenue:  $40,000,000 

Fiscal  Year  End:  12/31/94 


Key  Points 

• Cutler-Williams  has  established  three  new  business 
segments  for  its  professional  services  activities — a 
state  government  services  practice,  a CASE/IE 
specialty  practice  and  a client/server  consulting 
team. 

• Revenue  increased  37%  during  1994  due  to  growth 
in  all  segments  of  the  company’s  business. 

Company  Description 

Cutler-Williams,  founded  in  1969,  provides  software 

development,  consulting,  education  and  training 


professional  services  as  well  as  systems  integration 
services  to  clients  in  a range  of  industries. 

Organization  and  Structure 

Branch  offices  are  located  in  Chicago  and  Springfield 
(IL),  Cleveland  (OH),  Austin  and  Dallas  (TX), 
Raleigh  (NC),  St.  Louis  (MO),  Atlanta  (GA)  and 
Tallahassee  (FL). 

Company  Strategy 

Cutler-Williams'  strategy  is  to  continue  to  provide 
software  development  and  consulting  services  to 
Fortune  1000  companies  and  to  state  governments. 
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Financials 

INPUT  estimates  Cutler-Williams’  1994  revenue 
was  $40  million,  a 37%  increase  over  1993  revenue 
of  more  than  $29  million.  Growth  was  attributed  to 
all  lines  of  business. 

Market  Financials 

Cutler-Williams  derives  about  20%  of  its  revenue 
from  the  banking  and  finance  industry,  10%  from 
manufacturing,  5%  from  health  care,  20%  from 
state  government  and  the  remaining  45%  from  the 
utilities,  retail  and  other  industries. 

Geographic  Markets 

One  hundred  percent  of  Cutler-Williams’  revenue  is 
derived  from  the  U.S. 

Employees 

Cutler-Williams  currently  has  approximately  650 
employees,  segmented  as  follows: 


Marketing  and  sales 75 

Customer  support 550 

General  and  administrative 25 

650 


Key  Products  and  Services 

Cutler-Williams  specializes  in  developing  software 

for  use  with  IBM  teleprocessing,  database 

management  and  operating  systems  software  on 

both  mainframe  and  workstation  networks. 

Additional  capabilities  include: 

• Client/server  network  design  and  development 

• Applications  and  system  software  development 
and  installation 

• CASE  tools  and  Information  Engineering  planning 
and  implementation 

• Database  management,  distributed  network  and 
telecommunications  design/implementation 

• Custom  turnkey  systems 


• Data  center  design,  planning  and  installation 

• Hardware  and  software  conversions 

• Analysis  of  organizational  structure,  personnel 
and  information  technology  processes 

Cutler-Williams  offers  training  seminars  at  clients’ 
facilities  and  at  each  of  its  regional  office  education 
centers.  Topics  include: 

• Client/server  network  certification 

• CICS  applications  programming 

• CICS  internal  debugging 

• CICS  macro-level 

• IMS  database  and  data  communications  basic  and 
advanced  applications  programming 

• IDMS,  DATACOM,  ADABAS  and  DB2 
applications  development 

• MVS  internals 

• SQL  training  on  DB2 

• Telon 

• Tuning,  debugging  and  managing 
telecommunications  networks 

• WAN  and  LAN  design  and  implementation 

Cutler-Williams  offers  complete  systems  integration 
services,  from  project  conception  and  project 
management  to  installation,  software  conversion  and 
user  training. 

Clients 

Cutler-Williams  offers  it  services  to  a variety  of 
industries,  with  the  majority  of  its  clients  in  the 
banking  and  finance,  utilities,  manufacturing  and 
health  care  industries  and  state  governments. 

Many  clients  are  Fortune  1000  companies. 
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Marketing  and  Sales 

Cutler-Williams  markets  its  services  through  a 
direct  sales  force  and  through  various  partnering 
agreements. 

Alliances 

Cutler-Williams  has  ongoing  partnership  agreements 
with  IBM,  Texas  Instruments  and  Computer 
Sciences  Corporation  for  various  development 
contracts. 

Cutler-Williams  has  also  partnered  with  various 
other  vendors  (including  Deloitte  & Touche,  Unisys, 
Andersen  Consulting  and  Electronic  Data  Systems) 
on  a short-term  basis. 


Cutler-Williams,  Inc. 
February  1995 
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CUTLER-WILLIAMS,  INC. 


4000  McEwen  South 
Suite  200 
Dallas,  TX  75244 
Phone:  (214)960-7053 
Fax:  (214)991-9021 


President: 

Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


George  Enochs 
Private  Corporation 
425 

$28,000,000* 

12/31/92 


*INPUT  estimate 


Key  Points 


Cutler-Williams  has  established  three  new  business  segments  for  its 
professional  services  activities— a state  government  services  practice, 
a CASE/IEF  specialty  practice,  and  a client/server  consulting  team. 

Revenue  increased  40%  during  1992  due  to  growth  in  all  segments 
of  the  company's  business. 


c 
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Company 

Description 

Cutler- Williams,  Inc.,  founded  in  1969,  provides  professional  and 
systems  integration  services  to  clients  in  a range  of  industries. 

Strategy 

Cutler-Williams’  strategy  is  to  continue  to  provide  software 
development  and  consulting  services  to  Fortune  1000  companies  and  to 
state  government. 

Financials 

INPUT  estimates  Cutler-Williams’  1992  revenue  was  $28  million, 
compared  to  $20  million  in  1991.  Growth  was  attributed  to  all  lines  of 
business. 

Market  Financials 

Cutler-Williams  derives  about  20%  of  its  revenue  from  the  banking  and 
finance  industry,  10%  from  manufacturing,  5%  from  health  care,  20% 
from  state  government,  and  the  remaining  45%  from  utility,  retail,  and 
other  industries. 

Geographic 

Markets 

One  hundred  percent  of  Cutler-Williams’  revenue  is  derived  from  the 
U.S. 

Operations/ 

Structure 

Branch  offices  are  located  in  Chicago  and  Springfield  (IL);  Cleveland 
(OH);  Austin  and  Dallas  (TX);  Raleigh  (NC);  St.  Louis  (MO);  and 
Tallahassee  (FL). 

Employees 

Cutler-Williams  currently  has  approximately  425  employees,  segmented 
as  follows: 

Marketing  and  sales  30 

Customer  support  360 

General  and  administrative  35 

425 

Key  Products  and 
Services 

Cutler-Williams  specializes  in  developing  software  for  use  with  IBM 
teleprocessing,  data  base  management,  and  operating  systems  software 
on  both  mainframe  and  workstation  networks. 

• Additional  capabilities  include: 

- Client/server  network  design  and  development 
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- Applications  and  system  software  development  and  installation 

- CASE  tools  and  IEF  planning  and  implementation 

- Data  base  management,  distributed  network,  and 
telecommunications  design/implementation 

- Custom  turnkey  systems 

- Data  center  design,  planning,  and  installation 

- Hardware  and  software  conversions 

- Analysis  of  organizational  structure,  personnel,  and  data 
processing  costs 

• Cutler-Williams  offers  training  seminars  at  clients'  facilities  and  at 
each  of  its  regional  office  education  centers.  Topics  include: 

- CICS  applications  programming 

- CICS  internal  debugging 

- CICS  macro-level 

- IMS  data  base  and  data  communications  basic  and  advanced 
applications  programming 

- IDMS,  DATACOM,  ADABAS,  and  DB2  applications 
development 

- MVS  internals 

- SQL  training  on  DB2 

- Telon 

- Tuning,  debugging,  and  managing  EDP  projects 

Cutler-Williams  offers  complete  systems  integration  services,  from 
project  conception  and  project  management  to  installation,  software 
conversion,  and  user  training. 

Cutler- Williams  no  longer  markets  the  Advanced  Debugging  System 
(ADS)  or  3D/One. 


CUTLER-WILLIAMS,  INC. 


INPUT 


Marketing 
& Sales 

Cutler-Williams  markets  its  services  through  a direct  sales  force  and 
through  various  partnering  agreements. 

Alliances 

Cutler-Williams  has  ongoing  partnership  agreements  with  IBM,  Texas 
Instruments,  and  Computer  Sciences  Corporation  for  various 
development  contracts. 

Cutler-Williams  also  has  partnered  with  various  other  vendors 
(including  Deloitte  & Touche  and  Andersen  Consulting)  on  a short- 
term basis. 

Clients 

Cutler- Williams  offers  its  services  to  a variety  of  industries,  with  the 
majority  of  its  clients  in  the  banking  and  finance,  utilities, 
manufacturing,  and  health  care  industries  and  state  governments. 

Many  clients  are  Fortune  1000  companies. 
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COMPANY  PROFILE 


CUTLER-WILLIAMS,  INC.  George  Enochs,  President 


4000  McEwen  South 

Private  Corporation 

Suite  200 
Dallas,  TX  75244 
(214)  960-7053 

Total  Employees:  325 
Total  Revenue,  Fiscal  Year  End 
12/31/90:  $20,000,000* 

*INPUT  estimate 

The  Company 

Cutler-Williams,  Inc.,  founded  in  1969,  provides  professional  and 
systems  integration  services  to  clients  in  a range  of  industries. 

Cutler-Williams  discontinued  the  operations  of  its  Energy  Systems 
Division  in  order  to  better  concentrate  on  its  professional  services 
and  systems  integration  business. 

Cutler-Williams'  325  employees  are  segmented  as  follows: 

t 

Marketing  and  sales  25 

Customer  support  275 

General  and  administrative  25 

325 

Key  Products  and 
Services 

Cutler-Williams  specializes  in  developing  software  for  use  with 
IBM  teleprocessing,  data  base  management,  and  operating 
systems  software. 

• Additional  capabilities  include: 

- Applications  and  system  software  development  and 
installation 

- Data  base  management,  distributed  network,  and 
telecommunications  design/implementation 

- Custom  turnkey  systems 

- Data  center  design,  planning,  and  installation 

- Hardware  and  software  conversions 

- Analysis  of  organizational  structure,  personnel,  and  data 
processing  costs 

June  1991 
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• Cutler-Williams  offers  training  seminars  at  clients'  facilities  and 
at  each  of  its  regional  office  education  centers.  Topics  include: 

- CICS  applications  programming 

- CICS  internal  debugging 

- CICS  macro-level 

- IMS  data  base  and  data  communications  basic  and  advanced 
applications  programming 

- IDMS,  DATACOM,  ADABAS,  and  DB2  applications 
development 

- MVS  internals 

- SQL  training  on  DB2 

- Telon 

- Tuning,  debugging,  and  managing  EDP  projects. 

During  1990,  Cutler-Williams  worked  on  over  ten  projects. 
Contract  examples  include: 

• Developing  a mortgage  loan  servicing  system 

• Developing  an  electric  utility  customer  information  system 

• Support  state  government  implementation  of  public  aid  systems 

• Developing  a manufacturing  requirements  planning  system 

Cutler-Williams  has  recently  completed  partnershp  contracts  with 
IBM,  McDonnell  Douglas,  and  Computer  Sciences  Corporation 
for  large  development  contracts. 

Cutler-Williams  offers  complete  systems  integration  services,  from 
project  conception  and  project  management  to  installation, 
software  conversion,  and  user  training. 

Cutler-Williams  no  longer  markets  the  Advanced  Debugging 
System  (ADS)  or  3D/One. 
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Industry  Markets 

Cutler-Williams  offers  its  services  to  a variety  of  industries,  with 
the  majority  of  its  clients  in  the  banking  and  finance,  utilities, 
manufacturing,  and  health  care  industries  and  state  governments. 

Geographic 

Markets 

One  hundred  percent  of  Cutler-Williams'  revenue  is  derived  from 
the  U.S. 

Branch  offices  are  located  in  Chicago  and  Springfield  (IL); 
Cleveland  (OH);  Detroit  (MI);  Houston  and  Dallas  (TX);  Los 
Angeles  (CA);  St.  Louis  (MO);  and  Tulsa  (OK). 

Computer 

Hardware 

Cutler-Williams  maintains  no  mainframe  hardware  on  its 
premises.  When  equipment  other  than  the  client's  is  necessary, 
hardware  is  obtained  on  a lease  basis. 

Each  regional  office  has  an  MDE  PS/2  installation  used  for 
technical  education  and  client  development  work. 

June  1991 
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COMPANY  PROFILE 


CUTLER-WILLIAMS,  INC.  George  Enochs,  President 

2655  Villa  Creek  Drive  Private  Corporation 

Suite  205  Total  Employees:  325 

Dallas,  TX  75234  Total  Revenue,  Fiscal  Year  End 

(214)  960-7053  12/31/88:  $17,000,000* 

*INPUT  estimate 


The  Company 


Cutler-Williams,  Inc.,  founded  in  1969,  provides  professional  and 
systems  integration  services  to  clients  in  a range  of  industries. 

INPUT  estimates  Cutler-Williams'  1988  revenue  at  $17  million,  a 
13%  increase  over  1987  revenue  of  $15  million. 

Cutler-Williams  discontinued  the  operations  of  its  Energy  Systems 
Division  in  order  to  better  concentrate  on  its  professional  services 
and  systems  integration  business. 

As  of  January  1989,  Cutler-Williams  had  approximately  325 
employees,  segmented  as  follows: 


Marketing  and  sales 

25 

Customer  support 

275 

General  and  administrative 

25 

325 

Key  Products  and  One  hundred  percent  of  Cutler-Williams'  1988  revenue  was 
Services  derived  from  professional  services  and  systems  integration. 

Cutler-Williams  specializes  in  developing  software  for  use  with 
IBM  teleprocessing,  data  base  management,  and  operating 
systems  software. 

• Additional  capabilities  include: 

- Applications  and  system  software  development  and 
installation. 


- Data  base  management,  distributed  network,  and 
telecommunications  design/implementation. 

- Custom  turnkey  systems. 
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- Data  center  design,  planning,  and  installation. 

- Hardware  and  software  conversions. 

- Analysis  of  organizational  structure,  personnel,  and  data 
processing  costs. 

• Cutler-Williams  offers  training  seminars  at  clients'  facilities. 
Topics  include: 

- CICS  applications  programming. 

- CICS  internals  debugging. 

- CICS  macro-level. 

- IMS  data  base  and  data  communications  basic  and  advanced 
applications  programming. 

- IDMS,  DATACOM,  ADABAS,  and  DB2  applications 
development. 

- MVS  internals. 

- Telon. 

- Tuning,  debugging,  and  managing  EDP  projects. 

Cutler-Williams  offers  complete  systems  integration  services,  from 
project  conception  and  project  management  through  to 
installation,  software  conversion,  and  user  training. 

Cutler-Williams  no  longer  markets  the  Advanced  Debugging 
System  (ADS)  or  3D/One. 

Industry  Markets 

Cutler-Williams  offers  its  services  to  a variety  of  industries,  with 
the  majority  of  its  clients  in  the  banking  and  finance,  utilities,  and 
health  care  industries. 

Geographic 

Markets 

One  hundred  percent  of  Cutler-Williams'  1988  revenue  was 
derived  from  the  U.S. 

Branch  offices  are  located  in  Chicago  and  Springfield  (IL); 
Cleveland  (OH);  Detroit  (MI);  Houston  and  Dallas  (TX);  Los 
Angeles  (CA);  St.  Louis  (MO);  and  Tulsa  (OK). 
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Computer 

Hardware 


Cutler-Williams  maintains  no  hardware  on  its  premises.  All  work 
is  done  at  the  client  site.  When  equipment  other  than  the  client's 
is  necessary,  hardware  is  obtained  on  a lease  basis. 
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COMPANY  PROFILE 


CUTLER-WILLIAMS,  INC. 

2655  Villa  Creek  Drive 
Suite  205 
Dallas,  TX  75234 
(214)  243-3421 


George  Enochs,  President 
Private  Corporation 
Total  Employees:  200 
Total  Revenue,  Fiscal  Year  End 
12/31/84:  $10,500,000* 
Computer  Services  Revenue: 
$10,290,000* 


THE  COMPANY 

• Cutler-Williams,  Inc.  was  founded  in  1969  to  provide  professional  services.  In 

1983  the  company  obtained  licensing  rights  to  oil  and  gas  land  management 
systems  that  are  marketed  as  software  packages  for  IBM  mainframes. 

• INPUT  estimates  Cutler-Williams'  1984  revenue  was  $10.5  million,  compared 
to  $10  million  in  1983.  Computer  services  accounted  for  about  98%  of  total 

1984  revenue.  The  remaining  2%  was  derived  from  placement  services  and 
educational  materials. 

• Cutler-Williams  is  organized  into  two  divisions  as  follows: 

Professional  Services  Division  provides  systems  analysis,  software 
development,  and  project  implementation  services  on  a contract  basis. 

Energy  Systems  Division  provides  land  management  software  and 
conversion  services  for  the  oil  and  gas  industry. 

• The  company's  200  employees  are  segmented  as  follows: 


Marketing/sales 

15 

Technical  consultants 

160 

Field  managers 

10 

Support  and  administration 

15 

200 

• Major  competition  is  derived  from  local  and  regional  firms. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  88%  of  Cutler-Williams'  1984  revenue  was  derived  from 
professional  services  and  10%  from  software  products.  The  remaining  2%  was 
derived  from  noncomputer  educational  materials  and  placement  services. 


*INPUT  estimate 
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• Cutler-Williams'  Professional  Services  Division  specializes  in  developing 
software  for  use  with  IBM  teleprocessing,  data  base  management,  and  oper- 
ating systems  software.  Projects  have  also  been  completed  for  Burroughs, 
Honeywell,  Sperry  Corporation,  Hewlett-Packard,  Data  General,  DEC,  and 
Datapoint  users. 

Additional  capabilities  include: 

. Applications  and  system  software  development  and  installation. 

. Data  base  management,  distributed  network,  and  telecommuni- 
cations design/implementation. 

. Custom  turnkey  systems. 

. Data  center  design,  planning,  and  installation. 

. Hardware  and  software  conversions. 

. Analysis  of  organizational  structure,  personnel,  and  data  proces- 
sing costs. 

Cutler-Williams  offers  training  seminars  at  clients'  facilities.  Topics 

include: 

. CICS  applications  programming. 

. CICS  internals  debugging. 

. CICS  macro-level. 

. IMS  data  base  and  data  communications  basic  and  advanced 
applications  programming. 

. IDMS,  DATACOM,  ADABAS,  and  DB2  applications  development. 

. MVS  internals. 

. Tuning,  debugging,  and  managing  EDP  projects. 

• Cutler-Williams'  Energy  Systems  Division  markets  land  management  software 
products  and  professional  services  to  oil  and  gas  companies. 

The  software  products  run  on  IBM  mainframes  and  include: 

. The  Lease  Records  System  (LRS)  is  an  on-line  land  lease 

management  system  that  provides  all  divisions  of  exploration 
and  production  departments  with  immediate  access  to  complete 
lease  data  to  assist  in  decisions  regarding  lease  acquisitions, 
renewals,  extensions,  proposed  drilling  operations,  and  negotia- 
tions with  other  companies/individuals.  LSR  is  priced  at 
$150,000. 

. The  Minerals  Information  Management  System  is  an  on-line 
management  system  for  mineral  interest  holdings  that  auto- 
mates the  tracking  of  ownership  information  as  well  as  proposals 
made  on  those  minerals,  leases  issued,  and  wells  drilled  on  those 
leases.  It  is  priced  at  $75,000. 

. The  Money  Authorization  System  (MAS)  is  an  on-line  system 
designed  to  monitor  and  control  funds  authorized  for  lease 
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acquisition.  The  system  automates  the  posting  of  funds  for 
lease  authorizations,  commitments,  spent  commitments,  and 
budget.  MAS  is  priced  at  $50,000. 

Cutler-Williams  also  provides  oil  and  gas  companies  with  data  conver- 
sion services  for  their  land  management  systems,  organizational 
management  asistance,  and  custom  software  development  services. 

• Other  products  available  from  Cutler-Williams  include: 

The  Advanced  Debugging  System  (ADS),  licensed  from  Gary  Bergman 
Associates  of  Philadelphia,  reduces  the  resources  needed  for  program 
testing  and  debugging.  ADS  is  designed  for  IBM  mainframes. 

3D/One  is  a tool  for  the  design,  development,  and  documentation  of 
data  processing  systems.  Techniques  are  offered  for  systems  analysis 
and  design,  program  development,  project  management,  communica- 
tions skills,  and  audit  requirements.  3D/One  is  available  in  printed 
form  or  as  a software  product. 

• Cutler-Williams  no  longer  markets  software/turnkey  systems  for  the 
hotel/motel,  restaurant,  or  medical  industries. 

INDUSTRY  MARKETS 

• Professional  services  clients  are  primarily  Fortune  500  corporations.  Revenue 
is  derived  as  follows: 


Energy 

Manufacturing  (primarily  aerospace 

12% 

and  automotive) 

12 

Utilities 

10 

Banking  and  finance 

II 

Insurance 

10 

Medical/hospital 

8 

Retail 

10 

Miscellaneous  commercial 

20 

State  and  local  government 

_7 

100% 

GEOGRAPHIC  MARKETS 

• One  hundred  percent  of  Cutler-Williams  1984  revenue  was  derived  from  the 
U.S. 

• Branch  offices  are  located  in  Chicago,  Cleveland,  Detroit,  Houston,  Los 
Angeles,  Tulsa,  and  Dallas. 
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COMPUTER  HARDWARE 

• Cutler-Williams  maintains  the  following  equipment: 

I Data  General  CS/40. 

I Computer  Automation  SyFA  System  2000. 

I Four  Phase  IV/90s. 

I PLEXUS  P60/UNIX  system. 
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COMPANY  HIGHLIGHT 


CUTLER-WILLIAMS,  INC. 

2655  Villa  Creek  Drive 
Suite  205 
Dallas,  TX  75234 
(214)  243-3421 


George  Enochs,  President 
Private  Corporation 
Total  Employees:  226 
Total  Revenue,  Fiscal  Year  End 
12/31/81:  $10,500,000* 
Computer  Services  Revenue: 
$10,080,000* 


THE  COMPANY 

• Cutler-Williams  was  founded  in  1969  to  provide  professional  services.  In  the 
last  year,  the  company  obtained  licensing  rights  to  hotel/motel,  restaurant, 
and  health  care  systems,  which  are  marketed  as  software  packages  or  in 
turnkey  form. 

• INPUT  estimates  Cutler-Williams'  1981  revenue  was  $10.5  million  and  1980 
revenue  was  $9  million.  Computer  services  accounted  for  about  96%  of  total 
1981  revenue. 

• The  company  claims  it  is  again  profitable,  after  several  years  of  losses  in  the 
mid-  and  late- 1 970s.  To  reduce  losses,  the  company  dissolved  its  Resource 
Management  Division,  which  offered  facilities  management,  professional 
services,  and  turnkey  systems.  Cutler-Williams  reduced  its  workforce  by  over 
one-half  and  closed  a number  of  branch  offices. 

• Cutler-Williams  is  organized  into  three  divisions: 

Professional  Services  Division  provides  systems  analysis,  software 
development,  and  project  implementation  on  a contract  basis. 

General  Systems  Division  markets  minicomputer  turnkey  systems  and 
related  software  products. 

Corporate  Services  offers  advanced  education  seminars  and  software 
products,  and  operates  a placement  service  for  data  processing  profes- 
sionals. 

• The  company's  226  employees  are  segmented  as  follows: 


Marketing/sales 

15 

Technical  consultants 

170 

Field  managers 

12 

Support  and  administration 

29 

226 

*INPUT  estimate 
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• Major  competitors  in  the  professional  services  area  include  IBM,  MCAUTO, 
Electronic  Data  Systems,  and  smaller  regional  firms. 

KEY  PRODUCTS  AND  SERVICES 

• Revenue  is  generated  by  the  following: 


Professional  services  80% 

Turnkey  systems  10 

Software  products  6 

Placement  service  and  educational 
materials  (non-computer  services)  4 


100% 

• Cutler-Williams'  Professional  Services  Division  specializes  in  developing 
software  for  use  with  IBM  teleprocessing,  data  base  management,  and  operat- 
ing systems  software.  Projects  have  also  been  completed  for  Burroughs, 
Honeywell,  Sperry  Univac,  Hewlett-Packard,  Data  General,  DEC,  and  Data- 
point  users. 

Additional  capabilities  include: 

. Applications  and  systems  software  development  and  installation. 

. Data  base  management,  distributed  network,  and  telecommuni- 
cations design/implementation. 

. Custom  turnkey  systems. 

. Data  center  design,  planning,  and  installation. 

. Hardware  and  software  conversions. 

. Analysis  of  organizational  structure,  personnel,  and  data 

processing  costs. 

Recent  projects  have  included: 

. Design  and  implementation  of  a medical  claims  processing 

system  for  a group  of  insurance  firms. 

. Documentation  of  a credit  management  system  for  Zale  Corpor- 
ation, which  operates  a chain  of  retail  jewelry  stores. 

. Creation  of  an  interactive  data  base  system  used  in  bond 

administration  for  Lomas  and  Nettleton,  a large  mortgage 
banking  institution. 

• Cutler-Williams  offers  training  seminars  at  clients'  facilities.  Topics  include: 

CICS  applications  programming. 

CICS  internals  debugging. 

CICS  macro-level. 

IMS  data  base  and  data  communications  basic  and  advanced  applications 
programming. 
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MVS  internals. 

Tuning,  debugging,  and  managing  EDP  projects. 

• The  company  markets  interactive  minicomputer  systems  for  several  industry 
sectors.  Applications  are  available  as  software  products,  but  are  typically  sold 
on  a turnkey  basis.  Cutler-Williams  is  an  OEM  for  Hewlett-Packard,  Data- 
point,  Data  General,  Four  Phase,  and  Sperry  Univac. 

Cutler-Williams  offers  several  software  and  turnkey  products  for  the 
hotel/motel  and  restaurant  industries. 

. The  GUESTRACK  guest  registration  system  runs  on  the  Four 
Phase  1V/90.  It  was  developed  by  Cutler-Williams,  and  intro- 
duced in  mid- 1 982. 

. Back  Office  Support  System  (BOSS)  was  developed  by  the  owner 
of  a Dallas-based  motel  chain  who  selected  Cutler-Williams  to 
market  his  product.  It  runs  on  the  IBM  System  34  or  System  38. 
The  user  receives  an  integrated  turnkey  system,  but  Cutler- 
Williams  sells  only  the  software,  while  IBM  provides  the  hard- 
ware. The  company  is  developing  a front  office  system  for  the 
System  34  and  System  38. 

. Hotel  Management  System  (HOTMAN)  is  licensed  from  Sperry 
Univac,  but  is  not  being  aggressively  marketed  at  this  time. 

. A restaurant  management  turnkey  system  was  introduced  by 
Cutler-Williams  in  mid- 1 982.  Licensed  from  Remanco,  the 
microcomputer-based  product  interfaces  with  GUESTRACK  or 
operates  independently.  It  runs  on  Remanco  hardware. 

A physicians'  office/medical  clinic  accounting  system  was  acquired 
from  PSI-MED  in  1981.  The  PSI-MED  System  handles  billing  informa- 
tion, accounts  receivable,  general  ledger,  insurance  data,  patient 
medical  charts,  and  appointments.  Based  on  the  HP  3000,  a turnkey 
installation  sells  for  $150,000  to  $200,000. 

Cutler-Williams  is  negotiating  an  agreement  with  another  vendor  to 
market  its  hospital  turnkey  product.  This  system  also  runs  on  the  HP 
3000. 

Manufacturing  Management  System  (MANMAN)  is  licensed  from  Sperry 
Univac.  Cutler-Williams  is  not  actively  marketing  the  system  at  this 
time. 

• The  company  began  marketing  debugging  software  for  CICS  in  1982.  Ad- 
vanced Debugging  System  (ADS)  reduces  the  resources  needed  for  program 
testing  and  debugging.  ADS  is  licensed  from  Gary  Bergman  Associates  of 
Philadelphia. 
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• 3D/0ne  is  a tool  for  the  design,  development,  and  documentation  of  data 
processing  systems.  Techniques  are  offered  for  systems  analysis  and  design, 
program  development,  project  management,  communications  skills,  and  audit 
requirements. 

Currently  supplied  in  printed  form,  3D/One  is  being  developed  by 
Cutler-Williams  into  a software  product,  to  be  introduced  in  the  next 
year.  The  company  acquired  3D/One  in  1979  from  SABAR,  Inc. 

INDUSTRY  MARKETS 

• Professional  services  clients  are  primarily  Fortune  500  corporations.  Revenue 
is  derived  as  follows: 


Energy 

12% 

Manufacturing  (primarily  aerospace 

and  automotive) 

12 

Utilities 

10 

Banking  and  finance 

1 1 

Insurance 

10 

Medical/hospital 

8 

Retail 

10 

Miscellaneous  commercial 

20 

State  and  local  government 

7 

100% 

GEOGRAPHIC  MARKETS 

• Ninety-nine  percent  of  Cutler-Williams'  business  is  in  the  U.S.;  one  percent  is 
in  Mexico. 

• Branch  offices  are  located  in  Chicago,  Cleveland,  Detroit,  Houston,  Los 
Angeles,  San  Francisco,  Santa  Ana  (CA),  Tulsa,  and  Dallas. 

COMPUTER  HARDWARE 

• Cutler-Williams  maintains  the  following  equipment: 

I Data  General  CS/40. 

I IBM  System  34. 

1 Computer  Automation  SyFA  System  2000. 

2 Four  Phase  IV/90s. 


4 of  4 
June  1982 


©1982  by  INPUT.  Reproduction  Prohibited. 


INPUT 


INPUT 


Vendor  Profile 


A Publication  from  INPUT’S  Vendor  Analysis  Program 


July  1997 

CyberCash,  Inc. 


2100  Reston  Parkway,  3rd  Floor 
Reston,  VA  22091 

Phone:  (703)  620-4200 

Fax:  (703)620-4215 

Internet:  http://www.cybercash.com 


Chairman:  Daniel  C.  Lynch 

President  & CEO:  William  N.  Melton 

Status:  Public 

Employees:  220(12/96) 

Revenue:  $127,439 

Fiscal  Year  End:  12/31/96 


Key  Points 

• CyberCash  is  a developer  of  software  and 
service  solutions  for  secure  Internet 
payment. 

• In  April  1997,  CyberCash  and  Carnegie 
Mellon  University  announced  and 
agreement  commercializing  a new 
generation  of  advanced  micropayment 
technology  for  electronic  commerce  called 
NetBill. 

• In  February  1997,  CyberCash  introduced 
the  Digital  NewsStand,  a virtual  “pay-per- 


view”  forum  for  magazines,  newspapers, 
and  media  services. 

• In  January  1997,  CyberCash  launched  its 
PayNow™  Secure  Electronic  Check 
Service  in  a pilot  program  with  Cephas 
Multimedia  Inc.  that  allows  Cephas  to 
accept  payments  via  the  Internet. 

• In  October  1996,  CyberCash  and  Oracle 
entered  into  an  alliance  whereby  Oracle 
will  license  CyberCash’s  suite  of  Internet 
payment  options  with  Oracle’s  newly 
introduced  electronic  commerce  solution. 

• Also  in  October  1996,  CyberCash  and 
Netscape  announced  a technology  and 
marketing  partnership  that  included  the 
licensing  of  CyberCash’s  CyberCoin 
technology  to  Netscape. 
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• In  September  1996,  CyberCash  and  First 
Data  Corporation/Card  Services  Group 
announced  a partnership  to  offer 
CyberCoin,  an  electronic  coin  payment 
service. 

• In  May  1996,  America  Online  announced 
that  it  was  licensing  CyberCash’s  Wallet 
technology  for  integration  into  AOL’s 
Global  Network  Navigator  (GNN). 

Company  Description 

CyberCash,  Inc.,  founded  in  1994,  is  a 
developer  of  software  and  service  solutions 
that  focuses  on  providing  secure  financial 
transaction  services  over  the  Internet, 
including  secure  credit  card  transactions, 
electronic  checks,  and  micro  transactions. 

The  company’s  CyberCash  system  is 
designed  to  allow  banks  to  offer  secure 
Internet  payments  to  their  customers. 

In  February  1996,  CyberCash  completed  an 
initial  public  offering  of  2.4  million  shares, 
generating  approximately  $40  million  for 
the  company. 

Organization  and  Structure 

CyberCash  is  headquartered  in  Reston  (VA). 
The  company  also  maintains  offices  in 
Redwood  City  (CA)  and  a development 
subsidiary  in  Bangalore  (India)  to  reinforce 
U.S.  development  efforts. 

Key  executives  are  listed  in  Exhibit  1. 

Employees 

As  of  December  31,  1996,  CyberCash  had 
220  employees  worldwide. 


Exhibit  1 

CyberCash,  Inc. 
Key  Executives 


Name 

Title 

Daniel  C.  Lynch 

Chairman  of  the  Board 

William  N.  Melton 

President  & CEO 

Bruce  G.  Wilson 

EVP,  Revenue  & Corporate 
Growth 

Stephen  D.  Crocker 

Chief  Technology  Officer 

James  J.  Condon 

Chief  Financial  Officer 

Jeffrey  Irby 

VP,  Sales  and  Marketing 

Denis  Yaro 

VP,  Products  and 
Operations 

Russell  Stevenson,  Jr. 

Secretary  and  General 
Counsel 

Company  Strategy 

CyberCash’s  main  objective  is  to  maintain 
its  position  as  the  leading  provider  of 
Internet  payment  processing  services  to 
financial  institutions  in  the  U.S.  and  abroad. 
The  company  believes  that  businesses,  on- 
line service  providers,  banks,  and  financial 
institutions  will  be  motivated  to  embed 
CyberCash  software  and  services  into  their 
own  products  and  services  as  a way  of 
enhancing  the  value  of  their  existing 
offerings. 

In  order  to  accomplish  this  objective,  the 
company  has  identified  the  following 
strategic  elements: 

• Rapidly  disseminate  the  enabling  software 
for  company  services  to  individuals, 
businesses,  and  financial  institutions. 

• Company  services  are  being  designed  to 
leverage  the  established  infrastructure  for 
existing  payment  methods. 
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• The  company  has  entered  into  strategic 
relationships  with  several  companies  that 
it  believes  will  be  industry  leaders  in 
Internet  commerce,  and  plans  to  continue 
developing  strategic  relationships  as  other 
key  industry  leaders  emerge. 

• The  company  plans  to  continue  to  develop 
and  provide  open  payment  solutions  that 
are  easy  to  adopt  and  that  interoperate 
with  a wide  variety  of  hardware  and 
software  platforms. 

• Cyber  Cash  is  coordinating  with 
government  officials  and  agencies  to 
facilitate  greater  understanding  of  the 
Internet  commerce  and  regulatory  issues. 

Financials 

CyberCash  1996  revenue  reached  $127,439. 
The  company  generated  no  revenue  from  its 
inception  in  1994  through  the  fiscal  year 
ending  December  31,  1995. 

During  1996,  the  company  reported  a net 
loss  of  $26.6  million.  During  1995,  the 
company  reported  a net  loss  of  $10  million 
($2.50  per  share). 

Research  and  development  expenditures 
were  $14.9  million  in  1996,  approximately 
$5.6  million  in  1995  and  $921,000  in  the 
period  from  inception  to  December  31,  1994. 

Interim  Results 

Revenue  for  the  six  months  ending  June  30, 
1997  reached  $967,756,  compared  to  $37,705 
for  the  same  period  in  1996.  Net  losses  for 
the  period  were  approximately  $15.5 
million,  compared  to  a loss  of  $10.8  million 
for  the  same  period  the  previous  year. 


Revenue  Analysis  by  Product/Service 

Nearly  100%  of  CyberCash’s  1996  revenue 
was  derived  from  transaction  processing  and 
connection  fees  for  Secure  Credit  Card 
services  and  consulting  services.  The 
company’s  Secure  Credit  Card  service  was 
commercially  released  in  January  1996  and 
its  CyberCoin  service  was  released  in 
September  1996. 

Market  Financials 

CyberCash’s  Internet  payment  system  is 
targeted  at  three  constituencies:  individuals, 
businesses,  and  financial  institutions. 

Key  Products  and  Services 

The  CyberCash  system  includes  consumer 
software,  merchant  software,  and  gateway 
services.  The  software  operates  with  most 
Internet  browsers,  operating  systems,  and 
server  platforms.  The  software  is  currently 
available  free  of  charge,  and  the  consumer 
software  can  be  downloaded  from  the 
company’s  homepage  at 
www . cybercash . com . 

Central  to  the  security  afforded  by 
CyberCash’s  products  and  services  is  an 
encryption  system.  The  company  uses  786- 
bit  RSA  technology  combined  with  the 
banking  industry  standard  Digital 
Encryption  Standard  to  produce 
cryptographic  protocols. 

Consumer  Software 

CyberCash  Wallet — Designed  to  facilitate  a 
consumer’s  transition  into  Internet 
commerce  using  electronic  components  of 
familiar  payment  instruments  in  the 
physical  world:  credit  cards,  checks,  and  low 
denominations  of  cash 
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• The  Wallet  software  resides  on  the 
consumer’s  personal  computer  and  permits 
the  consumer  to  enter  preferred  payment 
instruments  into  the  Wallet. 

• All  transactions  are  encrypted  from  the 
consumer’s  PC  to  the  CyberCash  servers, 
which  process  transactions  using  the  same 
security  system  that  is  commonly  used  in 
banks  and  other  financial  institutions  for 
preserving  data  security. 

• The  Wallet  operates  on  Windows, 

Windows  95,  MacOS,  and  OS/2  platforms, 
and  is  compatible  with  major  Web  browser 
software,  including  Netscape  Navigator, 
Spyglass  Mosaic,  and  CompuServe/Spry 
Air  Mosaic. 

Internet  Payment  Services — Includes 
CyberCash’s  Secure  Credit  Card,  CyberCoin, 
and  PayNow  Secure  Electronic  Check 
services: 

• The  Secure  Credit  Card  service  offers 
consumers  the  ability  to  transmit  credit 
card  data  across  the  Internet  securely, 
with  consumer  and  merchant 
authentication.  CyberCash’s  payment 
processing  system  is  currently  connected 
to  most  major  credit  card  processors, 
including  MasterCard’s  MAPP,  Visa/Vital 
Systems,  American  Express,  Wells  Fargo 
Bank,  Checkfree,  EDS,  First  Data 
Corporation,  National  Data  Corporation, 
NOVA,  and  First  USA  Paymentech. 

• CyberCash  CyberCoin™  service,  released 
in  September  1996,  allows  immediate, 
spontaneous  transfers  of  small  amounts  of 
money  (between  $0.25  and  $10.00)  for  the 
purchase  of  data,  images,  audio  and  video 
clips,  and  information-related  services 
such  as  database  searches  and  news 
retrieval. 


• The  PayNow™  Secure  Electronic  Check 
Service’s  pilot  program  was  launched  in 
January  1997.  The  service  allows 
consumers  to  securely  pay  their  account 
bills  over  the  Internet,  directly  from  their 
personal  checking  accounts. 

- CyberCash  expects  to  complete  its  pilot 
of  the  PayNow™  Secure  Electronic 
Check  Service  and  commercially  release 
the  service  by  late  1997. 

- Payments  received  through  the 
CyberCash  system  will  be  drawn  on 
cleared  funds  on  deposit  with  a federally 
insured  financial  institution  or  non-U. S. 
counterpart  that  will  be  verified  prior  to 
the  payment  being  made. 

- Initially,  CyberCash  expects  the  PayNow 
service  to  be  used  by  utilities,  telephone 
companies,  and  other  large,  institutional 
billers.  Later  releases  of  the  service  will 
be  designed  to  provide  secure  and  nearly 
instantaneous  transfer  of  funds  among 
individuals  and  businesses  without  the 
risk  of  insufficient  funds  of  forgery. 

Merchant  Software 

The  company’s  merchant  software  is 
designed  to  integrate  with  existing 
merchant  systems,  to  run  on  most  of  the 
commonly  used  hardware  and  software 
platforms,  including  Sun  OS  and  Windows 
NT,  and  to  be  compatible  with  other 
merchant  applications,  such  as  Netscape’s 
Commerce  Server. 

• CashRegister  Software:  CyberCash  has 
developed  merchant  server  software 
designed  to  facilitate  automated  funds 
collection,  deposit,  and  other  financial 
functions,  which  it  distributes  free  of 
charge  to  merchants.  As  of  December  31, 
1996,  approximately  330  merchants  were 
using  the  CashRegister  Software. 
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• Digital  NewsStand,  introduced  in 
February  1997,  is  a services  that  provides 
Web  publishers  an  easy  way  to  offer  daily 
or  limited-time  views  of  their  most  current 
premiere  digital  content  without  requiring 
the  commitment  of  a subscription. 

- Consumers  view  The  Digital  NewsStand 
content  by  using  Cyber  Coin  funds  from 
their  CyberCash  Internet  Wallet.  If  the 
consumer  does  not  have  a CyberCash 
Wallet,  the  Digital  NewsStand 
application  automatically  offers  the 
opportunity  to  download  and  activate 
the  Wallet. 

- Initial  publishers  to  post  editions  on  the 
Digital  NewsStand  are  BARRON’S 
Online,  Financial  Times  of  London,  Los 
Angeles  Times,  Bloomberg  L.P., 
Quote.com,  American  Banker  OnlineSM, 
Data  Broadcasting  Corp.,  and  William 
O’Neit+Co.  Inc. 

- Internet  search  and  navigation  services 
(sponsors)  that  are  promoting  the  Digital 
NewsStand  include  Yahoo!,  InfoSeek, 
and  Lycos. 

Financial  Institution  Gateway  Software 
CyberCash’s  financial  institution  gateway 
software  is  designed  to  receive  and  process 
requests  for  credit  card  authorizations  and 
electronic  fund  transfers.  These  requests 
are  passed  on  to  existing  financial 
institution  networks  in  the  established 
formats  and  protocols,  allowing  the 
institutions  to  receive  Internet  payments 
without  modifying  their  existing  hardware 
or  software  systems. 


Clients 

A sampling  of  CyberCash’s  clients  includes 
American  Express,  Frontier  Technologies, 
FTP  Software,  Quarterdeck,  NETCOM, 
Open  Market,  Sun  Microsystems,  and  Wells 
Fargo. 

Additional  companies  using  CyberCash 
technology  as  their  Internet  payment 
solution  include  the  following: 

• Netscape  bundles  CyberCash  technology 
into  its  Live  Payment  Server. 

• PSINet  bundles  CyberCash  into  its 
PSIWeb  eCommerce  Solution. 

• Best  Internet  uses  CyberCash  technology 
as  part  of  a payment  system  for  its  Web 
hosting  service. 

• Silicon  Graphics  plans  to  use  CyberCash 
technology  in  its  electronic  commerce 
solutions. 

Marketing  and  Sales 

CyberCash’s  marketing  and  distribution 
strategy  is  focused  on  distributing  the 
company’s  software  to  the  maximum 
number  of  individuals,  businesses,  and 
financial  institutions  in  the  shortest  time 
possible. 

The  company  uses  a financial  institution 
channel,  an  alliance  channel,  and  a direct 
channel  to  distribute  its  products. 

Industry  Affiliations 

CyberCash  is  affiliated  with  many  well- 
known  associations.  A sample  of  the 
company’s  affiliations  are: 

• CyberCash  is  a founding  member  of  the 
World  Wide  Web  Consortium  (W3C),  a 
group  sponsored  by  the  MIT  Laboratory 
for  Computing  Science  that  is  dedicated 
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to  advancing  the  capabilities  of  the  Web 
and  electronic  commerce. 

• CyberCash  is  a member  of 
CommerceNet,  a federally  funded 
incubator  for  electronic  commerce  on  the 
Internet. 

• Two  of  CyberCash’s  executives  are 
members  of  the  Internet  Architecture 
Board,  the  senior  policy-setting  body  for 
the  Internet.  Membership  is  by 
invitation  only. 

• CyberCash  is  a member  of  the 
Interactive  Services  Association,  the 
leading  forum  for  providers  of  interactive 
electronic  information  and  services. 

Alliances 

CyberCash  has  entered  into  strategic 
relationships  with  several  Internet 
technology  companies  in  order  to  establish 
and  maintain  technological  leadership  and 
to  expand  its  marketing  and  distribution 
channels. 

• CyberCash  and  Netscape  Communications 
Corp.  have  entered  into  a technology  and 
marketing  relationship  to  broaden 
payment  options  for  Internet  consumers. 
Both  are  currently  working  together  in 
developing  international  pilot  projects 
using  SET  protocol  for  credit  card 
transactions. 

- CyberCash  has  licensed  its  CyberCoin 
Internet  payment  technology  to 
Netscape  to  be  bundled  into  future 
versions  of  Netscape  products,  including 
Netscape  LivePayment  server  software 
for  on-line  payment  processing. 

- The  companies  will  jointly  market  the 
products  as  well  as  future  CyberCash 
payment  solutions. 


• Netscape  is  also  marketing  the  CyberCash 
CashRegister  software  as  a preferred 
payment  solution  for  Netscape’s  SuiteSpot, 
Merchant  System,  and  Publishing  System 
products,  and  is  providing  the 
CashRegister  softwar  fia  Netscape’s  Web 
site. 

• Actra  Business  Sytems,  LLC,  a joint 
venture  of  Netscape  and  General  Electric 
Information  Systems,  Inc.,  and  CyberCash 
have  entered  into  a partnership  to  adapt 
the  CyberCash  software  for  a pilot 
program  to  do  business-to-business 
electronic  data  interchange  transactions 
over  the  Internet. 

• Microsoft  Corporation  is  integrating 
support  of  CyberCoin  and  Credit  Card 
services  into  the  Microsoft  Merchant 
Server,  which  is  a Web  server  for  doing 
business  on  the  Internet. 

• Sun  Microsystems  and  CyberCash  have  a 
joint  marketing  program  under  which  both 
companies  promote  each  other’s  solutions 
for  Internet  commerce  and  payment 
systems.  The  JavaSoft  business  unit  of 
Sun  Microsystems  is  including  payment 
cassettes  using  CyberCash’s  services  in  its 
Java  Commerce  toolkit,  which  allows 
developers  to  integrate  CyberCash 
services  in  merchant  Web  sites. 

• CyberCash  and  Oracle  have  established  an 
alliance  to  deliver  a range  of  secure 
Internet  payment  options  to  the  electronic 
marketplace.  Under  the  terms  of  the 
agreement,  Oracle  will  integrate 
CyberCash’s  CyberCoin,  Credit  Card,  and 
PayNow  Secure  Electronic  Check  services 
with  Oracle  Internet  Commerce  Server. 

• Lotus  Development  Corporation  has 
integrated  CyberCash  CashRegister  in  its 
Lotus  Domino  Merchant  Server  Product. 


Page  6 of  8 


©INPUT  1997.  Reproduction  prohibited. 


CyberCash,  Inc. 
July  1997 


INPUT  Vendor  Profile 


• Hewlett-Packard  Corporation  will  include 
CyberCash  Technology  in  the  software  it 
provides  with  its  Web  servers. 

• Open  Market,  Inc.  has  licensed 
CyberCash’s  software  for  use  on  its  OM- 
Transact  Software,  which  is  used  to 
provide  Internet  merchants  with 
transaction  management  services, 
including  secure  payment,  order 
management,  and  on-line  customer 
service. 

• iCat  Corporation  has  agreed  to  support 
CyberCash’s  payment  services  in  its  iCat 
Commerce  Exchange  Software. 

• The  company  and  RSA  Data  Security  have 
a strategic  relationship  under  which  RSA 
has  licensed  CyberCash  to  use  RSA’s 
encryption  and  data  security  in 
CyberCash’s  software  and  services. 

The  company  has  also  formed  relationships 
with  leading  transaction  processor  and 
automated  billing  service  providers. 
CyberCash  is  working  with  these  companies 
to  include  its  services  as  part  of  the 
transaction  processing  services  for  financial 
institution  and  high  volume  billing  clients. 

• CyberCash  and  First  Data  Corporation’s 
Card  Services  Group  have  a partnership  to 
offer  the  CyberCoin  payment  service  to 
financial  institutions. 

• Digital  Insight,  a provider  of  Internet- 
based  home  banking  services,  is  now 
offering  its  150  financial  institution  clients 
electronic  commerce  transactions  on  their 
Web  sites  using  the  CyberCash  Wallet. 

• Princeton  TeleCom  Corporation  is 
participating  in  the  pilot  project  to  provide 
the  PayNow  service  to  billing  service 
customers. 


• International  Billing  Systems  is  also 
participating  in  the  PayNow  pilot 
program. 

• Electronic  Funds  and  Data  Corporation, 
the  operator  of  www.billsite,com,  is 
working  with  its  client,  the  Suffolk  county 
Water  Company,  to  allow  their  customers 
to  pay  their  water  bills  securely  over  the 
Internet. 

• Mondex  and  CyberCash  have  an  alliance 
to  allow  Smart  Card  transactions  over  the 
Internet. 

• CyberCash  and  E*Trade,  a provider  of  on- 
line investing  services,  have  entered  an 
alliance  to  offer  E*Trade  investors  access 
to  both  pay-per-view  news  stories  and 
publications  via  the  CyberCash  Digital 
NewsStand  without  requiring  a full 
subscription. 

• CyberCash  has  a relationship  with 
Transaction  Network  Services  that 
provides  direct  electronic  access  to  credit 
card  processing  companies  and  acquiring 
banks. 

Host  and  merchant  development  partners 

with  which  CyberCash  has  agreements, 

include  the  following: 

• America  Online,  Inc.  has  agreed  to  use 
CyberCash’s  services  as  a payment 
solution  for  its  commercial  hosting  service, 
AOL  Primehost. 

• Coopers  & Lybrand  and  CyberCash  have 
entered  into  an  alliance  in  which  Coopers’ 
consultants  will  assist  their  clients  in 
developing  Web  sites  that  use  CyberCash’s 
PayNow™  Secure  Electronic  Check 
Service  to  accept  payments  via  the 
Internet. 
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• UUNET  Technologies,  Inc.  and  CyberCash 
have  an  agreement  whereby  UUNET  will 
use  CyberCash’s  services  as  a payment 
solution  for  its  commercial  hosting  service. 

• Proxicom,  a Web  site  designer,  is  assisting 
merchants  in  designing  Internet  stores 
using  CyberCash’s  services. 

Other  alliances  and  partnerships  include 

the  following: 

• In  April  1997,  CyberCash  and  Carnegie 
Mellon  University  announced  and 
agreement  commercializing  a new 
generation  of  advanced  micropayment 
technology  for  electronic  commerce  called 
NetBill. 

- The  NetBill  technology  enables 
consumers  and  merchants  to  conduct 
secure  transactions  over  the  Internet. 

- Under  the  terms  of  the  agreement, 
CyberCash  acquires  worldwide  rights  to 
commercially  use  and  sublicense  the 
NetBill  electronic  commerce  technology. 

- CyberCash  will  also  work  with  Carnegie 
Mellon  University  to  advance  its 
research  regarding  network-based 
Internet  payment  systems. 

• CyberCash  has  joined  other  leading 
companies  and  associations  in  supporting 
TRUSTe,  an  industry-supported  global 
initiative  to  protect  consumer  privacy  in 
electronic  commerce. 

• CyberCash  has  a strategic  relationship 
with  Intel  to  examine  potential  synergies 
between  CyberCash’s  business  and  Intel’s 
efforts  to  propagate  a security 
infrastructure. 


• CyberCash  has  a strategic  relationship 
with  Cisco  Systems  to  collaborate  on 
technological  solutions  to  Internet 
commerce  problems. 

• Checkfree  and  CyberCash  have  a strategic 
relationship  under  which  CyberCash 
provides  its  Wallet  for  inclusion  by 
Checkfree  into  bundled  electronic  wallet 
solutions. 

Competition 

A sampling  of  potential  competitors  to 
CyberCash,  by  service  includes  the 
following: 

Micropayment  services— DigiCash  bv,  GC 
Tech,  Inc.,  Digital  Equipment  Corporation, 
and  Certco 

Credit  card  services — VeriFone,  Inc.,  GC 
Tech,  First  Virtual  Holdings,  Inc.,  IBM,  and 
AT&T  Corporation 

Electronic  check  services — Financial  Services 
Technology  Consortium,  University  of 
southern  California’s  NetCheque  project. 

Competition  will  also  come  from  providers  of 
other  services  and  technology  providers, 
including: 

Home  banking — Intuit,  Wells  Fargo  Bank, 
and  Citibank 

Smart  cards — VeriFone,  Mondex 
International  Ltd.,  MasterCard 
International,  Visa,  and  American  Express 

Technology  providers — Microsoft 
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CyberCash,  Inc. 


Chairman  Daniel  C.  Lynch 

President  & CEO:  William  N.  Melton 

2100  Reston  Parkway,  3rd  Floor 
Reston,  VA  22091 

C Phone:  (703)  620-4200 

Fax:  (703)  620-4215 

Internet:  http://www.cybercash.com 


Status:  Public 

Employees:  170  (10/96) 

Revenue,  6 mos.  ending  6/30/96:  $37,705 


Key  Points 

• CyberCash  is  a developer  of  software  and 
service  solutions  for  secure  Internet 
payment. 

• In  October  1996,  CyberCash  and  Oracle 
entered  into  an  alliance  whereby  Oracle  will 
license  CyberCash’s  suite  of  Internet 
payment  options  with  Oracle’s  newly 
introduced  electronic  commerce  solution. 


• Also  in  October  1996,  CyberCash  and 
Netscape  announced  a technology  and 
marketing  partnership  that  included  the 


licensing  of  CyberCash’s  CyberCoin 
technology  to  Netscape. 

• In  September  1996,  CyberCash  and  First 
Data  Corporation/Card  Services  Group 
announced  a partnership  to  offer  CyberCoin, 
an  electronic  coin  payment  service. 

• In  May  1996,  America  Online  announced 
that  it  was  licensing  CyberCash’s  Wallet 
technology  for  integration  into  AOL’s  Global 
Network  Navigator  (GNN). 

Company  Description 

CyberCash,  Inc.,  founded  in  1994,  is  a 
developer  of  software  and  service  solutions  for 
secure  financial  transactions  over  the 
Internet. 
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The  company’s  CyberCash  system  is  designed 
to  allow  banks  to  offer  secure  Internet 
payments  to  their  customers. 

In  February  1996,  CyberCash  completed  an 
initial  public  offering  of  2.4  million  shares, 
generating  approximately  $40  million  for  the 
company. 

Organization  and  Structure 

CyberCash  is  headquartered  in  Reston  (VA). 
The  company  also  maintains  offices  in 
Redwood  City  (CA)  and  Bangalore  (India). 

Key  executives  are  listed  in  the  exhibit  below: 


CyberCash  Key  Executives 


Name 

Title 

Daniel  C.  Lynch 

Chairman  of  the  Board 

William  N.  Melton 

President  & CEO 

Bruce  G.  Wilson 

EVP,  Revenue  & Corporate 
Growth 

Stephen  D.  Crocker 

CTO 

Gene  Riechers 

CFO 

Larry  Gilbert 

VP  & GM  Electronic  Coin 

Steven  W.  Klebe 

VP,  Financial  Industry  Sales 

Teresa  Grummett 

Director  Corp.  Marketing 

Richard  Crone 

VP  & GM  Electronic  Check 

Company  Strategy 

CyberCash  is  a leading  provider  of  Internet 
payment  services. 

The  company  believes  that  businesses,  on-line 
service  providers,  banks,  and  financial 
institutions  will  be  motivated  to  embed 
CyberCash  software  and  services  into  their 
own  products  and  services  as  a way  of 
enhancing  the  value  of  their  existing  offerings. 

In  order  to  accomplish  this  objective,  the 
company  has  identified  the  following  strategic 
elements: 


• Rapidly  disseminate  the  enabling  software 
for  company  services  to  individuals, 
businesses,  and  financial  institutions 

• Company  services  are  being  designed  to 
leverage  the  established  infrastructure  for 
existing  payment  methods. 

• The  company  has  entered  into  strategic 
relationships  with  several  companies  that  it 
believes  will  be  industry  leaders  in  Internet 
commerce,  and  plans  to  continue  developing 
strategic  relationships  as  other  key  industry 
leaders  emerge. 

• The  company  plans  to  continue  to  develop 
and  provide  open  payment  solutions  that  are 
easy  to  adopt  and  that  interoperate  with  a 
wide  variety  of  hardware  and  software 
platforms. 

• CyberCash  is  coordinating  with  government 
officials  and  agencies  to  facilitate  greater 
understanding  of  the  Internet  commerce 
and  regulatory  issues. 

Financials 

CyberCash  generated  no  revenue  from  its 
inception  in  1994  through  the  fiscal  year 
ending  December  31,  1995. 

During  1995,  the  company  reported  a net  loss 
of  $10  million  ($2.50  per  share). 

Research  and  development  expenditures  were 
approximately  $5.6  million  and  $921,000  for 
1995  and  the  period  from  inception  to 
December  31,  1994,  respectively. 

CyberCash’s  principal  source  of  revenue  is 
transaction  processing  fees.  Additional 
revenue  is  derived  from  the  licensing  of  the 
company’s  software  to  financial  institutions, 
on-line  service  providers,  and  others. 
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Interim  Results 

Revenue  for  the  six  months  ending  June  30 
1996  reached  $37,705.  Net  losses  for  the 
period  were  approximately  $11  million. 

Market  Financials 

CyberCash’s  Internet  payment  system  is 
targeted  at  three  constituencies:  individuals, 
businesses,  and  financial  institutions. 

Employees 

As  of  December  31,  1995,  CyberCash  had  65 
employees,  50  based  in  the  U.S.,  segmented  as 
follows: 


Marketing,  sales,  and 

customer  support 13 

Research  and  development 40 

Administration  and  finance 12 

65 


The  company  currently  has  170  employees. 

Key  Products  and  Services 

The  CyberCash  system  includes  consumer 
software,  merchant  software,  and  gateway 
services.  The  software  operates  with  most 
Internet  browsers,  operating  systems,  and 
server  platforms.  The  software  is  currently 
available  free  of  charge,  and  the  consumer 
software  can  be  downloaded  from  the 
company’s  homepage  at  www.cybercash.com. 

Central  to  the  security  afforded  by 
CyberCash’s  products  and  services  is  a 
powerful  system  of  encryption.  The  company 
uses  786-bit  RSA  technology  combined  with 
the  banking  industry  standard  Digital 
Encryption  Standard  to  produce  cryptographic 
protocols. 

Consumer  Software 

CyberCash  Wallet — Designed  to  facilitate  a 
consumer’s  transition  into  Internet  commerce 
using  electronic  components  of  familiar 


payment  instruments  in  the  physical  world: 
credit  cards,  checks,  and  low  denominations  of 
cash 

• The  Wallet  software  resides  on  the 
consumer’s  personal  computer  and  permits 
the  consumer  to  enter  preferred  payment 
instruments  into  the  Wallet. 

• All  transactions  are  encrypted  from  the 
consumer’s  PC  to  the  CyberCash  servers, 
which  process  transactions  using  the  same 
security  system  that  is  commonly  used  in 
banks  and  other  financial  institutions  for 
preserving  data  security. 

• The  Wallet  operates  on  Windows,  Windows 
95,  MacOS  and  OS/2  platforms,  and  is 
compatible  with  major  Web  browser 
software,  including  Netscape  Navigator, 
Spyglass  Mosaic,  and  CompuServe/Spry  Air 
Mosaic. 

Internet  Payment  Services — Includes 
CyberCash’s  Credit  Card,  Electronic  Coin,  and 
Electronic  Check  services. 

• CyberCash  Credit  Card  service — Offers 
consumers  the  ability  to  transmit  credit 
card  data  across  the  Internet  securely. 
CyberCash’s  payment  processing  system  is 
currently  connected  to  most  major  credit 
card  processors,  including  MasterCard’s 
MAPP,  Visa/Vital  Systems,  American 
Express,  Wells  Fargo  Bank,  Checkfree, 

EDS,  First  Data  Corporation,  National  Data 
Corporation,  NOVA,  and  First  USA 
Paymentech. 

• CyberCash  Electronic  Coin  service — 
Released  in  September  1996.  This  service 
allows  immediate,  spontaneous  transfers  of 
small  amounts  of  money  for  the  purchase  of 
data,  images,  audio  and  video  clips,  and 
information-related  services  such  as 
database  searches  and  news  retrieval. 
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• CyberCash  Electronic  Check  service — 
Expected  to  be  released  in  the  fourth 
quarter  of  1996.  This  service  will  provide 
individuals  and  businesses  with  an  Internet 
counterpart  to  paper  checks.  Additionally, 
the  Electronic  Check  service  will  eliminate 
the  potential  of  checks  bouncing  because 
payments  received  through  the  CyberCash 
system  will  be  drawn  on  cleared  funds  on 
deposit  with  a federally  insured  financial 
institution  or  non-U.S.  counterpart  that  will 
be  verified  prior  to  the  payment  being  made. 

Merchant  Software 

CyberCash  has  developed  merchant  server 
software  designed  to  facihtate  automated 
funds  collection,  deposit,  and  other  financial 
functions,  which  it  distributes  free  of  charge 
to  merchants. 

The  company’s  merchant  software  is  designed 
to  integrate  with  existing  merchant  systems, 
to  run  on  most  of  the  commonly  used 
hardware  and  software  platforms,  including 
Sun  OS  and  Windows  NT,  and  to  be 
compatible  with  other  merchant  applications, 
such  as  Netscape’s  Commerce  Server. 

Financial  Institution  Gateway  Software 

CyberCash’s  financial  institution  gateway 
software  is  designed  to  receive  and  process 
requests  for  credit  card  authorizations  and 
electronic  fund  transfers.  These  requests  are 
passed  on  to  existing  financial  institution 
networks  in  the  established  formats  and 
protocols,  allowing  the  institutions  to  receive 
Internet  payments  without  modifications  to 
existing  hardware  or  software  systems. 

Clients 

A sampling  of  CyberCash’s  clients  includes 
American  Express,  Frontier  Technologies, 

FTP  Software,  Quarterdeck,  NETCOM,  Open 
Market,  Sun  Microsystems,  and  Wells  Fargo. 


Additional  companies  using  CyberCash 
technology  as  their  Internet  payment  solution 
include  the  following: 

• Netscape  bundles  CyberCash  technology 
into  its  Live  Payment  Server. 

• PSINet  bundles  CyberCash  into  its  PSIWeb 
eCommerce  Solution. 

• Best  Internet  uses  CyberCash  technology  as 
part  of  a payment  system  for  its  Web 
hosting  service. 

• Silicon  Graphics  will  use  CyberCash 
technology  in  its  electronic  commerce 
solutions. 

• CyberCash  and  Sun  Microsystems  are  co- 
developing a JavaWallet. 

Sales  and  Marketing 

CyberCash’s  marketing  and  distribution 
strategy  is  focused  on  distributing  the 
company’s  software  to  the  maximum  number 
of  individuals,  businesses,  and  financial 
institutions  in  the  minimum  amount  of  time 
possible. 

The  company  uses  a financial  institution 
channel,  an  alliance  channel,  and  a direct 
channel  to  distribute  its  products. 

Alliances 

CyberCash  has  entered  into  strategic 
relationships  with  several  Internet  commerce 
companies  in  order  to  establish  and  maintain 
technological  leadership  and  to  expand  its 
marketing  and  distribution  channels. 

These  relationships  include  the  following: 

• CyberCash  and  Oracle  have  established  an 
alliance  to  deliver  a range  of  secure  Internet 
payment  options  to  the  electronic 
marketplace.  Under  the  terms  of  the 
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agreement,  Oracle  will  license  CyberCash’s 
suite  of  Internet  payment  options  with  its 
newly  introduced  electronic  commerce 
solution. 

• CyberCash  and  Netscape  Communications 
have  entered  into  a technology  and 
marketing  relationship  to  broaden  payment 
options  for  Internet  consumers. 

- CyberCash  has  licensed  its  CvberCoin 
Internet  payment  technology  to  Netscape 
to  be  bundled  into  future  versions  of 
Netscape  products,  including  Netscape 
LivePayment  server  software  for  on-line 
payment  processing. 

- The  companies  will  jointly  market  the 
products  as  well  as  future  CyberCash 
payment  solutions. 

• CyberCash  and  First  Data  Corporation’s 
Card  Services  Group  have  a partnership  to 
offer  the  CvberCoin  payment  service  to 
financial  institutions 

• CyberCash  has  a strategic  relationship  with 
Intel  to  examine  potential  synergies 
between  CyberCash’s  business  and  Intel’s 
efforts  to  propagate  a security 
infrastructure. 

• CyberCash  has  a strategic  relationship  with 
Cisco  Systems  to  collaborate  on 
technological  solutions  to  Internet  commerce 
problems. 

• The  company  and  RSA  Data  Security  have  a 
strategic  relationship  under  which  RSA 
provided  CyberCash  with  a license  to  use 
RSA’s  encryption  and  data  security  in 
CyberCash’s  software  and  services. 

• CyberCash  has  a relationship  with 
Transaction  Network  Services  that  provides 


direct  electronic  access  to  credit  card 
processing  companies  and  acquiring  banks. 

• CyberCash  has  an  agreement  with  Trusted 
Information  Systems  (TIS)  under  which 
CyberCash  uses  TIS  technology  and 
services. 

• Sun  Microsystems  and  CyberCash  have  a 
joint  marketing  program  under  which  both 
companies  promote  each  others  solutions  for 
Internet  commerce  and  payment  systems. 

• Checkfree  and  the  company  have  a strategic 
relationship  under  which  CyberCash 
provides  its  Wallet  for  inclusion  by 
Checkfree  into  bundled  electronic  wallet 
solutions. 

• Mondex  and  CyberCash  have  an  alliance  to 
allow  Smart  Card  transactions  over  the 
Internet. 

Competition 

A sampling  of  potential  competitors  to 

CyberCash  includes:  First  Virtual  Holdings, 

Netbill,  Digicash,  Netscape,  Microsoft,  Intuit, 

Wells  Fargo,  Citibank,  America  Online, 

CompuServe,  Prodigy,  and  VeriFone. 

INPUT  Assessment 

CyberCash’s  strengths  include: 

• The  Internet  commerce  knowledge  and 
experience  of  its  management 

• The  growing  interest  and  acceptance  of 
Internet-based  commercial  transactions 

• A working  relationship  with  major  financial 
institutions 

• The  open  platforms  of  company  products 
and  services 

• Payment  solutions  available  today 
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Future  challenges  include: 

• Maintaining  and  strengthening  company 
relationships  with  financial  institutions 


• Managing  growth  and  increasing  its  revenue 
stream 


• Competition  from  established  industry 
players 
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CyberGuard  Corporation 


Chairman, 

President  & CEO:  Robert  L.  Carberry 
2101  West  Cypress  Creek  Road 
Fort  Lauderdale,  FL  33309 
Phone:  (954)  973-5478 

Fax:  (954)973-5160 

Internet: 

http://www.cyberguardcorp.com 


CYBERG1ARD 

^^CORPORfll  ION 


Status:  Public 

Employees:  61  (7/1/96) 

Revenue,  3 mos.  ended  6/30/96:  $2,900,000 

Fiscal  Year  End:  9/30/95 


Company  Description 

CyberGuard  Corporation  develops  commercial 
network  security  products,  systems,  and 
services  designed  to  protect  computer  data 
and  networks  from  access  by  unauthorized 
users. 

CyberGuard  is  the  former  Trusted  Systems 
Division  of  Harris  Computer  Systems. 

• Harris  Computer  Systems  changed  its  name 
to  CyberGuard — the  name  of  its  flagship 


firewall  product — in  June  1996  to  reflect  its 
new  focus  on  Internet  and  intranet  security 
solutions  as  a result  of  selling  its  Real-time 
Systems  Division  to  Concurrent  Computer 
Corporation. 

• Harris  Computer  Systems,  a spin-off  of 
Harris  Corporation,  was  incorporated  in 
October  1994. 

CyberGuard’s  principal  product  is  the 
CyberGuard  Firewall  which  has  an  operating 
system  and  networking  product  that  has  been 
tested  and  certified  by  the  National  Computer 
Security  Center  (NCSC)  at  the  B1  level  of 
trust,  and  by  the  National  Computer  Security 
Association. 
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Organization  and  Structure 

CyberGuard  is  headquartered  in  Fort 
Lauderdale  (FL)  and  has  a European 
headquarters  facility  in  the  U.K. 

The  company  maintains  sales  offices  in 
Atlanta  (GA),  Chicago  (IL),  Dayton  (Old),  Fort 
Lauderdale  (FL),  Houston  (TX),  Los  Angeles 
(CA),  New  York  (NY),  St.  Louis  (MO), 
Washington  D.C.,  London,  England,  and 
Ottawa,  Canada. 

Key  executives  are  listed  below: 


CyberGuard  Corporation 
Key  Executives 


Name 

Title 

Robert  L.  Carberry 

Chairman,  President  & CEO 

Patrick  0.  Wheeler 

CFO  & VP  Finance 

Frank  Gelbart 

VP  Marketing  & Sales 

Katherine  K.  Hutchison 

VP  Corporate  Development 

Robert  Perks 

VP  North  American 
Operations 

Rick  A.  Siebenaler 

VP  Software  Development 

Bradley  C.  Lesher 

VP  International  Operations 

Brian  Froemny 

General  Counsel  & 
Secretary 

Company  Strategy 

CyberGuard’s  mission  is  to  protect  companies 
that  are  using  the  Internet/intranet  on 
enterprise-wide  networks  from  unauthorized 
users.  The  company  is  committed  to  being  the 
leading  provider  of  computer  security 
solutions  worldwide  by  providing  commercial 
and  government  customers  with  secure 
computing  solutions. 

The  company’s  strategy  is  to  increase  its  sales 
and  profits  by  broadening  its  indirect 
marketing  channels,  capitalizing  on  its 
existing  international  market  penetration, 
concentrating  on  selected  vertical  markets, 
promoting  the  CyberGuard  Firewall’s 


strengths  beyond  network  security,  and 
expanding  its  product  line  to  provide  an 
enterprise-wide  solution,  support  for  other 
computer  platforms  and  networks,  and 
software-only  products. 

Key  components  of  the  company’s  strategy 
follow: 

• Broadening  its  indirect  distribution  channel 
coverage  by  concentrating  its  marketing 
through  indirect  distribution  channels, 
including  extensive  VAR  relationships.  The 
company’s  goal  is  to  have  its  indirect  sales 
channels  account  for  75%  of  its  sales  by  the 
end  of  the  1997  fiscal  year. 

• Capitalizing  on  existing  international 
penetration  by  expanding  company 
relationships  with  VARs  in  Western  and 
Eastern  Europe  and  Asia  to  address  the 
international  commercial  firewall  market 
such  that  50%  of  sales  are  from 
international  markets 

• Continuing  to  focus  marketing  efforts  on 
selected  vertical  markets,  such  as  health 
care,  financial  services,  insurance, 
telecommunications,  and  travel.  The 
company  intends  to  expand  its  strategic 
relationships  to  pursue  these  selected 
vertical  markets  both  with  its  direct  sales 
force  and  through  indirect  channels  such  as 
VARs  and  systems  integrators  who  already 
serve  such  markets. 

• Broadening  its  product  platforms  and 
compatibility  by  porting  its  secure  operating 
system,  networking  software,  and  firewall 
application  to  the  Intel-based  PC-compatible 
platforms,  and  also  by  introducing  products 
that  are  compatible  with  other  network 
protocols 

• Introducing  a software-only  version  of  the 
CyberGuard  Firewall,  consisting  of  an 
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integrated  operating  system,  networking 
software,  and  base  security  software,  which 
will  allow  the  company  to  compete  in  both 
the  low  and  high  ends  of  the  market 

• Providing  an  enterprise-wide  network 
security  solution,  particularly  for 
enterprises  in  selected  vertical  markets,  by 
emphasizing  all  of  the  CyberGuard 
Firewall’s  network  security  capabilities: 
encryption,  authentication,  and  anti-virus 
software 

• Promoting  CyberGuard  beyond  network 
security  by  promoting  the  multilevel  secure 
(MLS)  capabilities  of  company  products  for 
additional  applications  and  providing  such 
tools  to  specific  customers  and  targeted 
markets 

Financials 

Due  to  the  difficulty  in  comparing  the 
financial  results  of  CyberGuard  with  the 
former  Trusted  Systems  Division  of  Harris 
Computer  Systems,  only  interim  results  for 
the  most  recent  quarter  ended  June  30,  1996 
are  presented. 

• CyberGuard  generated  approximately  $2.9 
million  in  revenue  during  the  quarter,  a 
575%  increase  over  the  same  period  in  1995. 
And  nearly  50%  of  sales  were  generated  by 
international  markets. 

• Company  management  attributes  the 
revenue  increase  to  increased  leads  and 
shipments,  increased  distribution  channels 
worldwide,  and  further  penetration  of 
targeted  vertical  markets. 

In  July  1996,  CyberGuard  announced  a 
second  offering  of  company  stock,  but  canceled 
the  issue  in  August  1996. 


Revenue  Analysis  by  Product  / Service 

CyberGuard’s  firewall  unit  shipment 
increased  more  than  50%,  with  94  systems 
sold  during  the  quarter,  compared  to  63  in  the 
previous  quarter. 

VARs  and  manufacturers’  representatives 
contributed  more  than  45%  to  revenue  for  the 
quarter  ending  June  30,  1996. 

Approximately  26%  of  the  quarter’s  revenue 
came  from  two  major  resellers:  Nissin 
Electric  and  EDS. 

Market  Financials 

CyberGuard  targets  organizations  in 
industries  such  as  finance,  health  care, 
communication,  education,  manufacturing, 
and  government  that  require  strong  security 
solutions. 

Sales  of  CyberGuard  Firewalls  and  related 
products  to  agencies  of  the  U.S.  government 
and  its  contractors  accounted  for  26%  and 
58%,  respectively  of  overall  sales  for  such 
products. 

Geographic  Markets 

As  previously  stated,  for  the  quarter  ending 
June  30,  1996,  nearly  50%  of  sales  were 
generated  from  international  markets. 

For  fiscal  1995,  69%  of  revenue  was  derived 
from  the  U.S.  and  31%  from  international 
markets. 

Employees 

As  of  July  1996,  CyberGuard  had  61 
employees. 

Key  Products  and  Services 

CyberGuard  identifies  the  three  components 
of  a firewall  as:  a firewall  application,  an 
operating  system,  and  networking  software. 
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The  company’s  CyberGuard  Firewall  uses  a 
secure  operating  system  and  secure 
networking  software  to  prevent  network 
penetration  by  requiring  network 
communication  to  pass  through  the  firewall 
application. 

Both  the  CyberGuard  Firewall’s  secure 
operating  system  and  secure  networking 
software  are  based  on  multilevel  security 
(MLS),  which  allows  them  to  restrict  access  to 
information  based  on  the  sensitivity  of  the 
information  and  the  access  authorization  of 
system  users. 

In  an  MLS  system,  a user  cannot  read  data 
that  has  been  labeled  at  a level  more  sensitive 
than  the  security  level  given  the  user  and 
cannot  create  or  modify  data  having  a 
different  security  label.  The  operating  system 
and  programs  reside  at  a protected  level  that 
cannot  be  read  or  modified  by  network  users. 

Current  products  offered  by  CyberGuard 
include  the  following: 

CyberGuard  Firewall 

The  CyberGuard  Firewall  is  an  MLS 
computer  that  resides  between  internal 
networks  or  between  an  internal  network  and 
the  Internet,  and  provides  a single,  secure 
connection  point  through  which  all  data  must 
pass. 

The  CyberGuard  Firewall  is  an  off-the-shelf 
package  comprised  of  a RISC-based  hardware 
platform,  a secure  UNIX  operating  system, 
integrated  networking  product,  and  graphical 
user  interface. 

The  CyberGuard  Firewall  includes: 

• A multi-homed  gateway  that  can  be  placed 
on  both  private  and  public  networks,  with 
TCP/IP  forwarding  among  the  networks 
disabled 


• A Split  Domain  Name  System  (DNS),  under 
which  one  server  works  with  external  or 
nontrusted  interfaces  and  the  other  works 
with  internal  or  trusted  interfaces,  thus 
preventing  external  hosts  from  viewing  or 
breaking  into  the  internal  system 

• Packet-filtering  technology  via  a screening 
router  that  allows  the  firewall  to  permit  or 
deny  connections  using  criteria  based  upon 
source  and  destination  host  or  network  and 
the  type  of  network  service  being  requested 

• A circuit  gateway  that  has  a SOCKS- 
compliant  network  proxy 

• Security  auditing  and  alarms  that  permit 
administrators  to  review  a chronological 
record  of  system  activities,  allowing  the 
reconstruction  of  security-sensitive  activities 

• Support  for  a number  of  security-enhanced 
application  proxies  for  many  network 
services,  including  Enhanced  Pass-Through 
(EPT),  Gopher  protocol,  Reak\udio  2.0, 
SOCKS,  remote  login,  Telnet,  FTP  (file 
transfer  protocol),  HTTP,  NNTP  (network 
news  transport  protocol),  SMTP  (simple 
mail  transport  protocol),  X Window 
Systems,  and  SNMP  (simple  network 
management  protocol) 

• Remote  administration  capabilities  from  a 
“network  operations  center” 

• Network  address  translation  to  translate  all 
internal  addresses  to  the  firewall’s  network 
address 

• A graphical  user  interface  designed  to 
facilitate  system  configuration  and 
administration 

The  CyberGuard  Firewall  supports  an 

optional  Virtual  Private  Networking  (VPN) 

product  that  provides  a mechanism  for 
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establishing  a logically  separate  network 
between  multiple  CvberGuard  Firewall 
systems. 

The  CyberGuard  Firewall  also  supports  an 
optional  High  Availability  configuration  that 
combines  two  firewalls  to  operate  as  a single 
logical  unit;  thus,  if  a primary  firewall  should 
fail,  the  secondary  firewall  takes  over  to 
provide  nearly  continuous  network 
connectivity. 

Trusted  Operating  Systems 
CyberGuard’s  CX/SX  trusted  real-time 
operating  system  is  based  on  Concurrent 
Corp.’s  real-time  UNIX  operating  system, 
CX/UX,  which  was  designed  for  real-time 
production  and  development  environments. 
CX/SX  is  targeted  for  the  user  community 
that  requires  multilevel  security  in  an  I/O- 
mtensive,  deterministic  computing 
environment. 

PowerSX  is  a multilevel  secure  operating 
system  that  provides  a compatible 
environment  for  existing  and  future  PowerPC- 
based  computers.  PowerSX  is  currently 
supported  on  IBM’s  RISC  System/6000 
workstations. 

Secure  Networking  Systems 
CyberGuard’s  Secure  Networking  brings 
multilevel  secure  networking  to  the 
Concurrent  Computer  Systems’  Night  Hawk 
environment. 

• The  product  features  Secure  LAN  with 
Internet  Protocol  Basic  Security  Option 
(BSO)  labeling,  Secure  LAN  with 
Commercial  Internet  Protocol  Security 
Option  (CIPSO)  labeling.  Secure  LAN  with 
DES  encryption,  BLACKER  Front  End 
software  support,  Secure  LAN  with  MaxSix- 
and  DNSIX-compatible  labeling,  and  label 
mapping  for  hetereogeneous  networks. 


• The  product  encompasses  a range  of 
network  standards  and  is  available  for  all 
Concurrent  Computer  Night  Hawk  systems 
running  CX/SX. 

Clients 

CyberGuard’s  current  and  prospective 
commercial  customers  include  medium  to 
large  domestic  and  multinational  companies 
and  other  commercial  enterprises  that 
routinely  create  and  store  proprietary  or 
highly  sensitive  information  and  have  high 
throughput  requirements. 

Specific  examples  of  client  uses  of  the 
company’s  products  include  the  following: 

• Southwest  Airlines  uses  the  CyberGuard 
Firewall  to  secure  its  “Home  Gate”  Web  site, 
which  allows  customers  to  schedule  flights 
and  purchase  tickets  on-line  through  the 
Internet. 

• A leading  enterprise-wide  software 
application  developer  distributes 
enhancements  and  fixes  to  its  maintenance 
customers  using  a CyberGuard  Firewall. 

• A multinational  bank  processes  loan 
applications  using  the  CyberGuard 
Firewall’s  Virtual  Private  Network  to 
communicate  financial  information  between 
branch  offices  and  the  bank’s  central 
approval  department. 

• A Fortune  150  high-technology 
conglomerate  uses  the  CyberGuard  Firewall 
to  allow  controlled  Internet  access  to  nearly 
12,000  employees. 

• A major  aircraft  designer  and  manufacturer 
uses  the  CyberGuard  Firewall  to  control 
access  to  human  resource  information  on  the 
company  intranet. 
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Marketing  and  Sales 

CyberGuard  markets  its  products  using  a 
variety  of  channels,  including  VARs, 
distributors  and  manufacturers’ 
representatives,  as  well  as  direct  sales 
representatives. 

Since  1995,  the  company  has  entered  into 
contracts  with  over  30  VARs,  distributors,  and 
manufacturing  representatives,  including 
EDS,  EMJ  America,  Inc.,  Lucent 
Technologies,  QPSX  Communications 
Limited,  Public  IP  Exchange  Limited,  and 
Nissin. 

CyberGuard  also  has  a sales  force  focusing  its 
sales  and  marketing  efforts  towards 
customers  and  VARs  in  the  identified  vertical 
markets. 

The  company  markets  its  products  through 
direct  mail,  advertising,  seminars,  trade 
shows,  telemarketing,  and  ongoing  customer 
and  third-party  communications  programs. 

Alliances 

CyberGuard  has  formed  alliances  with  several 
consulting  partners  worldwide,  including 
EG&G,  Coopers  & Lybrand  Consulting,  and 
Coopers  & Lybrand  L.L.P.  Consulting 
services  include  network  and  on-site  analysis 
services,  network  penetration  testing,  security 
policy  and  management  control,  migration 
planning,  and  security  planning. 

CyberGuard  has  an  alliance  with  Informix 
and  Oracle  to  provide  database  or  database 
proxy  support  on  the  company’s  secure 
operating  system. 

The  company  has  reselling  alliances  with 
several  partners  including  Lucent 
Technologies,  EDS,  Nissin  Electric,  Lukon 
Financial  Industrial,  and  QPSX  Limited. 


The  company  also  has  product-related 
strategic  alliances  with  Enigma  Logic, 

Security  Dynamics,  VASCO  Corp.,  and 
CryptoCard  to  offer  a variety  of  identification 
and  token  authentication  capabilities. 

In  March  1996,  CyberGuard  announced  an 
alliance  with  Webster  Network  Strategies  to 
provide  the  WebTrack  Internet  monitoring 
and  blocking  service  on  the  CyberGuard 
Firewall. 

In  April  1996,  the  company  announced  a 
strategic  alliance  with  Trend  Micro  and  PC 
Security  Limited  to  support  virus  scanning 
and  encrypted  data  tunneling,  respectively. 

In  July  1996,  CyberGuard  and  Information 
Resource  Engineering,  Inc.  announced  a joint 
product  development  and  marketing 
agreement  to  provide  a family  of  complete 
security  solutions,  including  a Virtual  Private 
Network  (VPN)  security  solution  for  Internet 
business  communications,  which  is  scheduled 
for  delivery  by  the  end  of  1996. 

Competition 

CyberGuard  competes  with  Secure  Computing 
in  the  market  segments  requiring  the  highest 
levels  of  security.  The  company  also  competes 
with  manufacturers  of  proxy  applications  and 
hybrid  systems,  such  as  ANS  and  Raptor,  and 
manufacturers  offering  packet-filtering 
systems  or  routers,  such  as  Checkpoint 
Software  Technologies. 

In  addition,  CyberGuard  competes  with 
companies  such  as  Digital  Equipment 
Corporation,  IBM,  and  Sun  Microsystems, 
which  offer  products  with  similar  features  and 
functions  to  those  offered  by  CyberGuard. 
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Assessment 

CyberGuard  identifies  its  strengths  as: 

• Strong  brand  recognition  of  the  CyberGuard 
Firewall  as  representing  the  best  of  breed  in 
security 

• Well-penetrated  international  distribution 
channel 

• Clear  migration  toward  enterprise  security 
solutions 

• Broad  portfolio  of  business  partners  to 
complement  CyberGuard  products 

• Experienced  management  team 


The  company  identifies  the  following  future 
challenges: 

• Continued  growth  of  the  indirect 
distribution  channel 

• Launch  of  the  new  “software-only”  product 
line 
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CYBERTEKR  CORPORATION 

7800  North  Stemmons  Freeway 
Suite  600 

Dallas,  TX  75247-4217 
Phone:  (214)637-1540 
Fax:  (214)637-4407 


Vaughn  W.  Morgan,  Chairman,  President, 
and  CEO 

Public  Corporation,  NASDAQ 
Total  Employees:  248  (3/92) 

Total  Revenue,  Fiscal  Year  End 
3/31/92:  $28,581,000 


The  Company 


€ 


CYBERTEK  Corporation,  founded  in  1969,  specializes  in  products 
and  services  for  the  life  insurance  industry.  The  company  provides 
applications  software  products  and  associated  support  services, 
processing  and  systems  operations  services,  and  professional 
services.  CYBERTEK  is  also  a value-added  remarketer  for  the 
IBM  PC/XT  and  AT.  The  current  customer  base  includes 
approximately  100  life  insurance  companies. 

• The  company  operated  as  CYBERTEK  Computer  Products,  Inc. 
through  fiscal  1987.  In  August  1987,  the  company  was 
reincorporated  in  Delaware  and  changed  its  name  to 
CYBERTEK  Corporation. 

• In  July  1989,  the  company  officially  relocated  its  corporate 
headquarters  from  Culver  City  (CA)  to  Dallas  (TX),  substantially 
reducing  operating  expenses. 

In  April  1991,  CYBERTEK  acquired  COGENSYS  Corporation  of 
San  Diego  (CA). 

. COGENSYS  is  the  developer  of  the  COGENSYS  Judgment 
Software™  expert  system,  which  automates  the  routine  choices 
made  during  the  decision-making  process.  The  software  will  be 
used  by  CYBERTEK  customers  to  aid  in  underwriting  and  other 
decision-making  processes. 

. COGENSYS  had  approximately  25  employees  at  the  time  of  the 
acquisition  and  annual  revenue  of  approximately  $2  million. 
COGENSYS  now  operates  as  CYBERTEK-COGENSYS 
Corporation,  a wholly  owned  subsidiary  of  CYBERTEK,  and  has 
relocated  to  CYBERTEK's  headquarters  in  Dallas. 

Fiscal  1992  revenue  was  $28.6  million,  a 1%  decrease  from  $28.8 
million.  Net  income  declined  26%,  from  $3.9  million  in  fiscal  1991 
to  $2.8  million  in  fiscal  1992.  A five-year  financial  summary  follows: 
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CYBERTEK  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/92 

3/91 

3/90 

3/89 

3/88 

Revenue 

• Percent  increase 

$28,581 

$28,751 

$24,131 

$21,811 

$22,382 

(decrease)  from 
previous  year 

(1%) 

19% 

11% 

(3%) 

(13%) 

Income  before  taxes 
• Percent  increase 

$4,321 

$5,938 

$2,955 

$513 

$331 

(decrease)  from 
previous  year 

(27%) 

101% 

476% 

55% 

(90%) 

■ Gross  margin 

15% 

21% 

12% 

2% 

1% 

Net  income 
• Percent  increase 

$2,792 

$3,786 

$1,889 

$368 

$281 

(decrease)  from 
previous  year 

(26%) 

100% 

413% 

31% 

(84%) 

• Net  margin 

10% 

13% 

8% 

2% 

1% 

Earnings  per  share 
• Percent  increase 

$0.73 

$1.00 

$0.50 

$0.10 

$0.08 

(decrease)  from 
previous  year 

(27%) 

100% 

400% 

25% 

(84%) 

CYBERTEK  management  attributes  fiscal  1992  results  to  the 
following: 

• Revenue  declines  were  due  primarily  to  lower  revenues  from 
processing  services,  which  were  partially  offset  by  increased 
software  license  revenues  generated  by  CYBERTEK- 
COGENSYS. 

• Total  costs  and  expenses  increased  to  89%  ($25.5  million)  of 
total  revenue  for  fiscal  1992,  compared  to  82%  ($23.6  million)  of 
total  revenue  for  fiscal  1991. 

- Cost  of  services  increased  to  58%  ($16.5  million)  of  revenue  in 
fiscal  1992,  from  50%  ($14.5  million)  in  fiscal  1991  due 
primarily  to  operating  expenses  incurred  by  CYBERTEK- 
COGENSYS. 

- Research  and  development  expenses  were  $4.4  million  (15% 
of  revenue)  in  fiscal  1992,  compared  to  $3.0  million  (11%  of 
revenue)  in  fiscal  1991  due  to  increased  development  activities 
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for  future  insurance-related  software  and  services,  in  addition 
to  ongoing  enhancements  to  current  products. 

Revenue  for  the  three  months  ending  June  30  1992  was  $6.7  million, 
compared  to  $7.4  million  for  the  same  period  in  1991.  Net  income 
was  $466,000,  compared  to  $928,000  for  the  same  period  a year  ago. 
Revenues  and  earnings  were  lower  than  the  first  quarter  of  last  year 
principally  because  software  license  sales  were  higher  than  normal 
during  last  year's  period. 

As  of  March  31,  1992,  CYBERTEK  had  248  full-time  employees, 
segmented  as  follows: 


Marketing/sales 

11 

Research  and  development 

45 

Client  services 

115 

Data  processing 

59 

General  administrative 

18 

248 

CYBERTEK's  principal  competitor  is  The  Continuum  Company. 


Key  Products  and  A three-year  summary  of  source  of  revenue,  as  provided  by 
Services  CYBERTEK,  follows: 


CYBERTEK  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

3/92 

3/91 

3/90 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Software  products 
and  services  (a) 

$21.5 

75% 

$19.3 

67% 

$16.0 

66% 

Processing  services 

7.1 

25% 

9.4 

33% 

8.1 

34% 

TOTAL 

$28.6 

100% 

$28.7 

100% 

$24.1 

100% 

(a)  Includes  software  licenses,  software  support,  and  professional  services. 


Since  its  inception,  CYBERTEK  has  been  actively  engaged  in  the 
design  and  development  of  proprietary  life  insurance  application 
software.  CYBERTEK's  software  systems  automate  the  marketing, 
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administration,  and  communication  functions  of  both  established 

and  new  life  insurance  products. 

. CYBERTEK's  product  strategy,  Enterprise  Vision™,  foresees 
the  integration  of  the  methods,  systems,  and  functionality 
necessary  to  expedite  the  information-gathering  and  data 
processing  functions  of  the  four  major  "constituencies"  that  make 
up  the  insurance  "enterprise"-the  insurance  customer,  the  field 
force,  the  home  office,  and  the  information  providers  (inspection 
services,  clinical  laboratories,  doctors,  etc.). 

. The  strategy  incorporates  expert  workstation  software,  a central 
repository  of  data,  a seamless  communications  network,  and 
system  design  and  maintenance. 

• CYBERTEK  management  states  that  Enterprise  Vision,  when 
fully  deployed,  will  enable  CYBERTEK  customers  to  reduce 
administrative  costs  and  to  develop  and  market  products  on  a 
timely  and  competitive  basis.  At  the  same  time  it  will  eliminate 
the  redundancy  inherent  in  their  current  operations  by  providing 
an  environment  in  which  each  constituent  will  be  able  to  operate 
independently  while  being  part  of  a larger  partnership  that  shares 
enterprise-public  data  instantly. 

CYBERTEK's  CK4  family  of  software  products  operates  on  IBM 

and  compatible  computers. 

• CK4™/VS  is  an  advanced  administration  system  that  provides 
real-time  processing  for  advanced  or  traditional  life,  annuity,  and 
health  insurance  products. 

. CK4/Workstation  Advisor™  acts  as  a PC-based  front  end  to 
mainframe-based  applications  with  preprogrammed  transactions, 
on-line  user  documentation,  and  function  help  at  the  data 
element  level. 

. CK4/Voice™  is  an  interactive  voice  automation  system  for 
agents  and  policyholders  used  to  request  specific  policy 
information. 

• CK4/Plan  Advisor™  is  a PC-based  system  used  to  create 
reference  files  and  related  user  table  entries  required  to  support 
a new  insurance  product  or  to  convert  an  existing  plan  to 
CK4/VS. 

• SalesPro™  is  an  integrated  proposal  system  that  produces  sales 
illustrations  for  insurance  agents  and  financial  planners. 
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. Electronic  Policy  Issue™  takes  data  compiled  in  the  SalesPro 
proposal  and  transmits  it  to  the  home  office. 

• Field  Link™  uses  PCs  to  link  the  sales  force  with  home  office 
data  bases. 

. CK4/Document  Manager™  uses  PCs  and  LANs  to  manage 
incoming  and  outgoing  faxes  within  a company.  It  also 
accommodates  the  integration  of  electronic  mail  and  scanned 
documents. 

. Workstation  Mail™  is  an  electronic  mail  system  for  PCs  and 
LANs. 

• CYBERSCRIBER  V is  an  automated  correspondence  system 
that  combines  word  processing  with  mainframe  and  other  data 
base  fields  to  create  customized  correspondence  from  a PC. 

. System  Performance  Toolkit™  provides  various  tools  to  assist 
CK4  software  clients  in  applying  new  releases,  testing 
modifications,  and  tuning  performance. 

• Micro  to  Mainframe  Communication  Architecture™  (MMCA) 
provides  the  telecommunications  framework  that  allows 
connectivity  from  PCs  to  host  mainframes  in  a variety  of 
environments. 

• New  Business  Expeditor™  integrates  several  existing  systems  to 
automate  the  processing  of  a new  policy  application,  including 
the  initial  sales  proposal,  policy  submission,  underwriting, 
information  gathering,  and  final  policy  issuance. 

• CK4  Underwriting  Advisor™  uses  the  CYBERTEK- 
COGENSYS  Judgment  Processor™  combined  with  Auto/Issue 
and  an  application  entry  component  to  automate  the 
underwriting  process. 

• CK4  Information  Expeditor™  uses  electronic  data  interchange 
to  manage  the  information  coming  into  the  home  office  from 
third-party  information  providers.  Reports  from  information 
providers  such  as  blood  test  results  and  inspection  reports  are 
received  and  matched  with  the  application  file  electronically. 

CYBERTEK-COGENSYS  offers  the  following  software  products: 

• The  Judgment  Processor  uses  CASE-based  reasoning  to  make 
decisions  according  to  the  parameters  given  to  the  system  by  an 
experienced  life  insurance  underwriter. 
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• The  Information  Manager  is  a front-end  system  used  to  create 
and  manipulate  electronic  versions  of  forms  that  are  used  in 
conjunction  with  the  Judgment  Processor.  It  also  provides  an 
interface  between  spreadsheets  and  existing  micro  and 
mainframe  data  bases  within  a customer's  institution. 

• The  Application  Manager  is  a scheduling  and  tracking  system 
that  manages  the  activities  of  the  Judgment  Processor  and 
Information  Manager. 

• Since  its  acquisition,  CYBERTEK-COGENSYS  has  signed  nine 
licensing  agreements  with  mortgage,  credit  card,  and  life 
insurance  companies. 

Support  services  provided  by  CYBERTEK  include  software 
installation,  modification,  and  maintenance;  project  planning; 
customer  training;  and  technical  consulting. 

In  addition  to  licensing  its  software  products,  CYBERTEK  provides 
access  to  its  software  via  remote  computing  and  systems  operations 
processing  services  from  its  data  center  in  Chicago  (IL). 

• The  company's  only  current  systems  operations  customer  is 
Federal  Kemper  Life  Assurance  Company. 

• Remote  computing  clients  include  Connecticut  Mutual  Life 
Insurance  Company,  International  Underwriting  Services, 
Keyport  Life  Insurance  Company,  New  York  Life  Insurance 
Company,  and  United  Companies  Life  Insurance  Company. 


Virtually  all  of  CYBERTEK's  revenue  is  derived  from  insurance 
companies. 

As  of  March  31,  1992,  CYBERTEK  had  a customer  base  of  about 
100  life  and  health  insurance  companies. 

• Affiliates  of  the  Kemper  Group  together  accounted  for  about 
24%,  22%,  and  26%  of  total  revenue  in  fiscal  1992,  1991,  and 
1990,  respectively.  Connecticut  General  Life  Insurance 
Company  accounted  for  14%  of  total  fiscal  1991  revenue. 

• The  company's  top  ten  customers  accounted  for  approximately 
65%,  70%,  and  75%  of  total  revenue  for  fiscal  1992,  1991,  and 
1990,  respectively. 

During  fiscal  1992,  CYBERTEK  signed  a major  licensing 
agreement  with  Denver-based  Partners  Group  for  the  CK4/VS 
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Administrative  System  and  a five-year  outsourcing  agreement  with 
Baton  Rouge-based  United  Companies. 


The  majority  of  CYBERTEK's  fiscal  1992  revenue  was  derived 
from  the  U.S.  The  remainder  was  derived  from  other  international 
sources,  including  Canada,  the  Pacific  Basin,  and  Scandinavia. 

CYBERTEK  markets  its  products  and  services  in  the  U.S.  through 
a sales  and  marketing  staff  of  11  people  located  at  the  INFOMART 
facility  in  Dallas. 

Regional  customer  service  centers  are  located  Los  Angeles,  Dallas, 
and  Chicago. 


August  1992 


Copyright  1992  by  INPUT.  Reproduction  Prohibited 


Page  7 of  7 


c 


COMPANY  PROFILE 


CYBERTEK  CORPORATION 

7800  North  Stemmons  Freeway 
Dallas,  TX  75247-4217 
(214)  637-1540 


Vaughn  W.  Morgan,  Chairman,  President 
and  CEO 

Public  Corporation,  OTC 
Total  Employees:  216  (3/90) 

Total  Revenue,  Fiscal  Year  End 
3/31/90:  $24,131,000 


The  Company 


CYBERTEK  Corporation,  founded  in  1969,  specializes  in 
products  and  services  for  the  life  insurance  industry.  The  company 
provides  application  software  products  and  associated  support 
services,  processing  and  systems  operations  services,  and 
professional  services.  CYBERTEK  is  also  a value-added 
remarketer  for  the  IBM  PC/XT  and  AT.  The  current  customer 
base  includes  approximately  100  life  insurance  companies  in  the 
U.S.  and  Canada. 

• The  company  operated  as  CYBERTEK  Computer  Products, 
Inc.  through  fiscal  1987.  In  August  1987,  the  company  was 
reincorporated  in  Delaware  and  changed  its  name  to 
CYBERTEK  Corporation. 

• In  July  1989,  the  company  officially  relocated  its  corporate 
headquarters  from  Culver  City  (CA)  to  Dallas,  substantially 
reducing  operating  expenses. 

Fiscal  1990  revenue  reached  $24.1  million,  an  11%  increase  over 
fiscal  1989  revenue  of  $21.8  million.  Net  income  rose  413%,  from 
$368,000  in  fiscal  1989  to  $1.9  million  in  fiscal  1990.  A five-year 
financial  summary  follows: 
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CYBERTEK  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/90 

3/89 

3/88 

3/87 

3/86 

Revenue 

• Percent  increase 

$24,131 

$21,811 

$22,382 

$25,875 

$23,979 

(decrease)  from 
previous  year 

11% 

(3%) 

(13%) 

8% 

12% 

Income  before  taxes 
• Percent  increase 

$2,955 

$513 

$331 

$3,449 

$2,045 

(decrease)  from 
previous  year 

476% 

55% 

(90%) 

69% 

(19%) 

• Gross  margin 

12% 

2% 

1% 

13% 

9% 

Net  income 
• Percent  increase 

$1,889 

$368 

$281 

$1,796 

$1,150 

(decrease)  from 
previous  year 

413% 

31% 

(84%) 

56% 

(27%) 

• Net  margin 

8% 

2% 

1% 

7% 

5% 

Earnings  per  share 
• Percent  increase 

$0.50 

$0.10 

$0.08 

$0.50 

$0.32 

(decrease)  from 
previous  year 

400% 

25% 

(84%) 

56% 

(30%) 

CYBERTEK  management  attributes  fiscal  1990  revenue  growth 
primarily  to  an  increase  in  software  license  contracts.  Revenues 
from  professional  consulting  and  processing  services  also 
increased  during  the  year. 

As  of  March  31, 1990,  CYBERTEK  had  216  full-time  employees, 
segmented  as  follows: 


Marketing/sales 

14 

Research  and  development 

49 

Customer  services 

43 

Data  processing 

80 

General  administrative 

30 

216 

CYBERTEK's  principal  competitor  is  The  Continuum  Company. 
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Key  Products  and  INPUT  estimates  approximately  53%  of  CYBERTEK's  fiscal  1990 
Services  revenue  was  derived  from  application  software  products  and 

associated  support  services,  42%  from  processing  services,  and  the 
remaining  5%  from  professional  services. 

A three-year  summary  of  source  of  revenue,  as  provided  by 
CYBERTEK,  follows: 

CYBERTEK  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

3/90 

3/89 

3/88 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Software  products 
and  services  (a) 

$14.0 

58% 

$12.1 

56% 

$12.2 

54% 

Processing  services 

10.1 

42% 

9.7 

44% 

10.2 

46% 

TOTAL 

$24.1 

100% 

$21.8 

100% 

$22.4 

100% 

(a)  Includes  software  licenses,  software  support,  and  professional  services. 


Since  its  inception,  CYBERTEK  has  been  actively  engaged  in  the 
design  and  development  of  proprietary  life  insurance  application 
software.  CYBERTEK's  software  systems  automate  the 
marketing,  administration,  and  communication  functions  of  both 
established  and  new  life  insurance  products. 

CYBERTEK's  CK4  family  of  software  products  operates  on  IBM 
and  compatible  computers. 

• CK4/VS  Administrative  System,  CYBERTEK's  primary 
product,  provides  support  for  both  advanced  and  traditional 
insurance  products.  CK4/VS  also  supports  major  medical, 
hospital,  and  income  protection  plans,  as  well  as  living  benefit 
riders  on  life  plans. 

• CK4/Plan  Advisor  is  a PC-based  system  used  to  create 
reference  files  and  related  user  table  entries  required  to 
support  a new  insurance  product  or  to  convert  an  existing  plan 
to  CK4/VS. 


August  1990 


Copyright  1990  by  INPUT.  Reproduction  Prohibited. 


Page  3 of  5 


CYBERTEK  CORPORATION 


INPUT 


• CK4/Information  Expeditor  automates  the  collection, 
matching,  and  receipting  of  underwriting  information. 

• SalesPro  is  an  integrated  proposal  system  that  produces  sales 
illustrations  for  insurance  agents  and  financial  planners. 

• Field  Link  uses  PCs  to  link  the  sales  force  with  home  office 
data  bases. 

• Electronic  Policy  Issue  takes  data  already  compiled  in  the 
customer's  field  proposal  system,  combines  underwriting 
features  of  CK4/VS,  and  completes  the  entire  policy  issuing 
process  at  the  agent's  PC. 

• CYBERSCRIBE  V is  an  automated  correspondence  system 
that  combines  word  processing  with  mainframe  and  other  data 
base  fields  to  create  customized  correspondence  from  a PC. 

• WIDE  AREA  MAIL  (WAM)  is  an  electronic  mail  system  for 
PCs  and  LANs  that  permits  users  to  send  messages,  word 
processing  documents,  and  PC  computer  files  to  any  person 
with  a mailbox  assigned  to  the  network.  Messages  are  stored 
and  forwarded  from  a central  computer  over  dial-up  lines, 
leased  lines,  or  commercial  networks. 

• Micro  to  Mainframe  Communication  Architecture  (MMCA) 
provides  the  telecommunications  framework  that  allows 
connectivity  from  PCs  to  host  mainframes  in  a variety  of 
environments. 

Support  services  provided  by  CYBERTEK  include  software 
installation,  modification,  and  maintenance;  project  planning; 
customer  training;  and  technical  consulting. 

In  addition  to  licensing  its  software  products,  CYBERTEK 
provides  access  to  its  software  via  remote  computing  and  systems 
operations  processing  services  from  its  data  center  in  Vernon  Hills 
(IL). 

• The  company's  only  current  systems  operations  customer  is 
Federal  Kemper  Life  Assurance  Company. 

• Remote  computing  clients  include  Kemper  Financial  Services, 
Loyalty  Life  Insurance  Company,  Keystone  Provident  Life 
Insurance  Company,  Connecticut  General  Life  Insurance 
Company,  Pacific  Mutual  Life  Insurance  Company,  Connecticut 
Mutual  Life  Insurance  Company,  Tandem  Financial  Group, 
and  National  Insurance  Services. 
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One  hundred  percent  of  CYBERTEK's  revenue  is  derived  from 
life  insurance  companies. 

As  of  March  31,  1990,  CYBERTEK  had  a customer  base  of  about 
100  life  insurance  companies. 

• Three  customers  (which  are  affiliates  of  the  Kemper  Group) 
accounted  for  about  26%,  24%,  and  29%  of  total  revenue  in 
fiscal  1990,  1989,  and  1988,  respectively. 

• The  company's  top  ten  customers  accounted  for  approximately 
71%,  74%,  and  79%  of  CYBERTEK's  total  revenue  for  fiscal 
1990,  1989,  and  1988,  respectively. 


The  majority  of  CYBERTEK's  fiscal  1990  revenue  was  derived 
from  the  U.S.  and  the  remainder  from  international  sources. 

CYBERTEK  markets  its  products  and  services  in  the  U.S.  through 
a sales  and  marketing  staff  of  14  people  located  at  the 
INFOMART  facility  in  Dallas. 

Regional  customer  service  centers  are  located  Los  Angeles, 

Dallas,  and  Chicago. 
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COMPANY  HIGHLIGHT 


CYBERNETICS  & SYSTEMS,  INC. 

500  Water  Street 
Jacksonville,  FL  32202 
(904) 359-3145 


Jack  M.  Cooper,  President 
Wholly  Owned  Subsidiary  of 
CSX  Corporation 
Total  Employees:  280 
Total  Revenue,  Fiscal  Year  End 
12/31/81:  $22,000,000 
Noncaptive  Revenue:  $4,100,000 


THE  COMPANY 

• Cybernetics  & Systems,  Inc.  (CSI)  was  incorporated  in  1969  as  a subsidiary  of 
Seaboard  Coast  Line  Industries,  Inc.  In  November  1980,  Seaboard  merged  with 
Chessie  Systems,  Inc.  to  form  CSX  Corporation,  a diversified  firm  with  1981 
revenue  of  over  $5.2  billion. 

Approximately  $17.9  million  of  CSI's  1981  revenue  was  captive,  derived 
primarily  from  processing  and  professional  services  performed  for 
CSX's  Family  Lines  Rail  System  unit. 

KEY  PRODUCTS  AND  SERVICES 

• INPUT  estimates  CSI's  1981  noncaptive  revenue  distribution  by  product  area  as 
follows: 


Processing 

45% 

Professional  services 

35 

Turnkey  systems 

18 

Software  products 

2 

100% 

• CSI  provides  batch  and  remote  computing  services  for  general  business, 
statistical,  and  student  loan  applications.  Processing  services  are  becoming  an 
increasingly  larger  percentage  of  total  noncaptive  revenue. 

Approximately  25%  of  noncaptive  revenue  is  derived  from  on-line 
credit  union  services  supporting  Bunker-Ramo  2001  teller  terminals, 
IBM  compatible  3278-3287  terminals,  and  IBM  3601-3624  ATMs. 

The  company  also  provides  facilities  management  services,  and  cur- 
rently has  a contract  with  a hospital  in  the  Louisville  (KY)  area. 

• Professional  services  offered  by  CSI  include  systems  analysis  and  design, 
contract  programming,  and  feasibility  studies.  The  company  provides  tech- 
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nical  expertise  in  ANSI  COBOL  and  FORTRAN,  and  has  experience  in 
communications,  conversion  methods,  hardware/software  selection,  operations 
management,  and  computer-related  training. 

CSI  specializes  in  developing  guaranteed  student  loan  systems  for 
banks,  savings  and  loan  associations,  and  state  guarantee  agencies. 
Based  on  an  internally  developed  package,  systems  are  customized  for 
each  organization  to  provide  specialized  modules  including  grant 
processing  and  direct  loans. 

. An  unmodified  version  of  the  student  loan  package  may  be 
licensed  for  use  on  IBM  mainframes. 

• The  company  markets  a series  of  prepackaged  turnkey  systems,  and  will 
develop  customized  turnkey  applications  upon  request.  CSI  has  installed  15 
systems,  which  run  on  DEC  PDP- 1 I minicomputers  and  sell  for  up  to  $200,000. 
Included  are: 

An  integrated  financial/accounting/word  processing  system  providing 
modules  for  general  ledger,  accounts  payable,  accounts  receivable, 
payroll,  order  entry,  inventory  and  purchase  order  control,  billing,  fixed 
assets,  and  depreciation. 

An  integrated  manufacturing  system  with  applications  for  bill  of 
materials,  materials  inventory,  labor  distribution,  job  costing,  and 
production  scheduling. 

Turnkey  systems  for  insurance  agency  management,  doctors'  billing  and 
management,  and  municipal  utility  billing.  The  insurance  and  doctors' 
billing  systems  also  run  on  Pertec  XL  Series  minicomputers. 

• CSI  is  a distributor  for  both  DEC  and  Pertec,  and  occasionally  sells  the 
equipment  without  applications  software. 

• CSI  offers  two  magnetic  tape  certification  software  packages  which  verify 
tape  quality,  locate  errors,  and  determine  the  total  number  of  usable  feet  of 
tape  available.  The  packages  run  on  IBM  360/370  equipment  and  are  sold 
across  industry  sectors. 

NSPEC  62,  with  20  installations,  runs  under  OS-ALC  and  is  priced  at 
$325. 

NSPEC-VERSION  III,  priced  at  $275,  has  75  installations  and  runs  under 
DOS  and  OS-ALC. 

INDUSTRY  MARKETS 

• Approximately  25%  of  CSI's  noncaptive  revenue  was  derived  from  credit 
unions.  Revenue  was  also  derived  from  the  manufacturing,  railroad,  state  and 
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local  government,  commercial  banking,  insurance,  medical/hospital,  utility, 
education,  and  distribution  industries. 

GEOGRAPHIC  MARKETS 

• 100%  U.S.,  primarily  South  Atlantic  and  East  South  Central  regions. 

• A branch  office  is  located  in  Louisville  (KY). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• CSI  maintains  the  following  equipment: 

In  Jacksonville: 

2 IBM  3081s. 

I IBM  370/ 1 58. 

In  Louisville: 

I IBM  370/ 1 58. 

• The  network  is  accessed  via  dial-up  and  leased  lines. 
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COMPANY  PROFILE 


CYBERTEKR  CORPORATION  Vaughn  W.  Morgan,  Chairman,  President, 

7800  North  Stemmons  Freeway  and  CEO 

Suite  600  Public  Corporation,  NASDAQ 

Dallas,  TX  75247-4217  Total  Employees:  254  (3/91) 

(214)  637-1540  Total  Revenue,  Fiscal  Year  End 


3/31/91:  $28,751,000 

The  Company 

CYBERTEK  Corporation,  founded  in  1969,  specializes  in  products 
and  services  for  the  life  insurance  industry.  The  company  provides 
application  software  products  and  associated  support  services, 
processing  and  systems  operations  services,  and  professional 
services.  CYBERTEK  is  also  a value-added  remarketer  for  the 
IBM  PC/XT  and  AT.  The  current  customer  base  includes 
approximately  100  life  insurance  companies. 

• The  company  operated  as  CYBERTEK  Computer  Products,  Inc. 
through  fiscal  1987.  In  August  1987,  the  company  was 
reincorporated  in  Delaware  and  changed  its  name  to 
CYBERTEK  Corporation. 

• In  July  1989,  the  company  officially  relocated  its  corporate 
headquarters  from  Culver  City  (CA)  to  Dallas  (TX),  substantially 
reducing  operating  expenses. 

In  March  1991,  CYBERTEK  acquired  COGENSYS  Corporation  of 
San  Diego  (CA). 

. COGENSYS  is  the  developer  of  the  COGENSYS  Judgment 
Software™  expert  system  which  automates  the  routine  choices 
made  during  the  decision-making  process.  The  software  will  be 
used  by  CYBERTEK  customers  to  aid  in  underwriting  and  other 
decision-making  processes. 

. COGENSYS  had  approximately  25  employees  at  the  time  of  the 
acquisition  and  annual  revenue  of  approximately  $2  million. 
COGENSYS  now  operates  as  CYBERTEK-COGENSYS 
Corporation,  a wholly  owned  subsidiary  of  CYBERTEK. 

Fiscal  1991  revenue  reached  $28.8  million,  a 19%  increase  over 
$24.1  million  for  fiscal  1990.  Net  income  rose  100%,  from  $1.9 
million  in  fiscal  1990  to  nearly  $3.8  million  in  fiscal  1991.  A five- 
year  financial  summary  follows: 
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CYBERTEK  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/91 

3/90 

3/89 

3/88 

3/87 

Revenue 

• Percent  increase 

$28,751 

$24,131 

$21,811 

$22,382 

$25,875 

(decrease)  from 
previous  year 

19% 

11% 

(3%) 

(13%) 

8% 

Income  before  taxes$ 
• Percent  increase 

5,938 

$2,955 

$513 

$331 

$3,449 

(decrease)  from 
previous  year 

101% 

476% 

55% 

(90%) 

69% 

••  Gross  margin 

21% 

12% 

2% 

1% 

13% 

Net  income 

$3,786 

$1,889 

$368 

$281 

$1,796 

• Percent  increase 

(decrease)  from 
previous  year 

100% 

413% 

31% 

(84%) 

56% 

• Net  margin 

13% 

8% 

2% 

1% 

7% 

Earnings  per  share 

$1.00 

$0.50 

$0.10 

$0.08 

$0.50 

• Percent  increase 

(decrease)  from 
previous  year 

100% 

400% 

25% 

(84%) 

56% 

CYBERTEK  management  attributes  fiscal  1991  revenue  growth 
primarily  to  an  increase  in  revenue  from  consulting  services,  long- 
term maintenance  contracts,  and  processing  services,  combined  with 
a strong  contribution  from  software  sales. 

During  fiscal  1991,  CYBERTEK  signed  major  agreements  with 
PennCorp  Financial  and  Golden  Rule  Insurance  for  software 
licensing  and  associated  support  services,  in  addition  to  consulting 
and  programming  assistance. 

Revenue  for  the  three  months  ending  June  30,  1991  reached  nearly 
$7.4  million,  a 10%  increase  over  $6.7  million  for  the  same  period 
in  1990.  Net  income  for  the  period  was  $928,000,  compared  to 
$722,000  for  the  same  period  a year  ago. 

As  of  March  31,  1991,  CYBERTEK  had  254  full-time  employees, 
segmented  as  follows: 


Page  2 of  6 


Copyright  1991  by  INPUT.  Reproduction  Prohibited. 


August  1991 


CYBERTEK  CORPORATION 


INPUT 


Marketing/sales 

18 

Research  and  development 

60 

Customer  services 

56 

Data  processing 

93 

General  administrative 

27 

254 

CYBERTEK's  principal  competitor  is  The  Continuum  Company. 


Key  Products  and  A three-year  summary  of  source  of  revenue,  as  provided  by 
Services  CYBERTEK,  follows: 


CYBERTEK  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

3/91 

3/90 

3/89 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Software  products 
and  services  (a) 

$15.2 

53% 

$14.0 

58% 

$12.1 

56% 

Processing  services 

13.6 

47% 

10.1 

42% 

9.7 

44% 

TOTAL 

$28.8 

100% 

$24.1 

100% 

$21.8 

100% 

(a)  Includes  software  licenses,  software  support,  and  professional  services. 


Since  its  inception,  CYBERTEK  has  been  actively  engaged  in  the 
design  and  development  of  proprietary  life  insurance  application 
software.  CYBERTEK's  software  systems  automate  the  marketing, 
administration,  and  communication  functions  of  both  established 
and  new  life  insurance  products. 

. CYBERTEK's  product  strategy,  Enterprise  Vision™,  foresees 
the  integration  of  the  methods,  systems,  and  functionality 
necessary  to  expedite  the  information-gathering  and  data 
processing  functions  of  the  four  major  "constituencies"  that  make 
up  the  insurance  "enterprise,"  the  insurance  customer,  the  field 
force,  the  home  office,  and  the  information  providers  (inspection 
services,  clinical  laboratories,  doctors,  etc.). 

. The  strategy  incorporates  expert  workstation  software,  a central 
repository  of  data,  a seamless  communications  network,  and 
system  design  and  maintenance. 
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• CYBERTEK  management  states  that  Enterprise  Vision,  when 
fully  deployed,  will  enable  CYBERTEK  customers  to  reduce 
administrative  costs  and  to  develop  and  market  products  on  a 
timely  and  competitive  basis.  At  the  same  time  it  will  eliminate 
the  redundancy  inherent  in  their  current  operations  by  providing 
an  environment  where  each  constituent  will  be  able  to  operate 
independently  while  being  part  of  a larger  partnership  that  shares 
enterprise-public  data  instantly. 

CYBERTEK's  CK4  family  of  software  products  operates  on  IBM 

and  compatible  computers. 

. CK4™/VS  is  an  advanced  administration  system  that  provides 
real-time  processing  for  advanced  or  traditional  life,  annuity,  and 
health  insurance  products. 

. Workstation  Advisor™  acts  as  a PC-based  front-end  to 
mainframe-based  applications  with  pre-programmed 
transactions,  on-line  user  documentation,  and  function  help  at 
the  data  element  level. 

. CK4/Voice™  is  an  interactive  voice  automation  system  for 
agents  and  policyholders  used  to  request  specific  policy 
information. 

• CK4/Plan  Advisor™  is  a PC-based  system  used  to  create 
reference  files  and  related  user  table  entries  required  to  support 
a new  insurance  product  or  to  convert  an  existing  plan  to 
CK4/VS. 

• SalesPro™  is  an  integrated  proposal  system  that  produces  sales 
illustrations  for  insurance  agents  and  financial  planners. 

. Electronic  Policy  Issue™  takes  data  compiled  in  the  SalesPro 
proposal  and  transmits  it  to  the  home  office 

• Field  Link™  uses  PCs  to  link  the  sales  force  with  home  office 
data  bases. 

. CK4/Document  Manager™  uses  PCs  and  LANs  to  manage 
incoming  and  outgoing  faxes  within  a company.  It  also 
accommodates  the  integration  of  electronic  mail  and  scanned 
documents. 

. Workstation  Mail™  is  an  electronic  mail  system  for  PCs  and 
LANs. 
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• CYBERSCRIBER  V is  an  automated  correspondence  system 
that  combines  word  processing  with  mainframe  and  other  data 
base  fields  to  create  customized  correspondence  from  a PC. 

. System  Performance  Toolkit™  provides  various  tools  to  assist 
CK4  software  clients  in  applying  new  releases,  testing 
modifications,  and  tuning  performance. 

• Micro  to  Mainframe  Communication  Architecture™  (MMCA) 
provides  the  telecommunications  framework  that  allows 
connectivity  from  PCs  to  host  mainframes  in  a variety  of 
environments. 

Support  services  provided  by  CYBERTEK  include  software 
installation,  modification,  and  maintenance;  project  planning; 
customer  training;  and  technical  consulting. 

In  addition  to  licensing  its  software  products,  CYBERTEK  provides 
access  to  its  software  via  remote  computing  and  systems  operations 
processing  services  from  its  data  center  in  Chicago  (IL). 

• The  company's  only  current  systems  operations  customer  is 
Kemper  Life  Assurance  Company. 

• Remote  computing  clients  include  Connecticut  General  Life 
Insurance  Company,  Connecticut  Mutual  Life  Insurance 
Company,  International  Underwriting  Services,  Keyport  Life 
Insurance  Company,  Loyalty  Life  Insurance  Company,  and  New 
York  Life  Insurance  Company. 


One  hundred  percent  of  CYBERTEK's  revenue  is  derived  from  life 
insurance  companies. 

As  of  March  31,  1991,  CYBERTEK  had  a customer  base  of  about 
100  life  insurance  companies. 

• Affiliates  of  the  Kemper  Group  together  accounted  for  about 
22%,  26%,  and  24%  of  total  revenue  in  fiscal  1991,  1990,  and 
1989,  respectively.  Connecticut  General  Life  Insurance 
Company  accounted  for  14%  of  total  fiscal  1991  revenue. 

• The  company's  top  ten  customers  accounted  for  approximately 
70%,  75%,  and  74%  of  total  revenue  for  fiscal  1991,  1990,  and 
1989,  respectively. 
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The  majority  of  CYBERTEK's  fiscal  1991  revenue  was  derived 
from  the  U.S.  The  remainder  was  derived  from  other  international 
sources,  including  Canada,  the  Pacific  Basin,  and  Scandinavia. 

CYBERTEK  markets  its  products  and  services  in  the  U.S.  through 
a sales  and  marketing  staff  of  18  people  located  at  the  INFOMART 
facility  in  Dallas. 

Regional  customer  service  centers  are  located  Los  Angeles,  Dallas, 
and  Chicago. 
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CYBERTEK  CORPORATION 

6133  Bristol  Parkway 
Culver  City,  CA  90230 
(213)  649-2450 


Vaughn  W.  Morgan,  Chairman, 
President,  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  250 
Total  Revenue,  Fiscal  Year  End 
3/31/87:  $25,875,000 


THE  COMPANY 

• CYBERTEK  Corporation,  founded  in  1969,  specializes  in  products  and  services 
for  the  life  insurance  and  financial  services  industries.  The  company  provides 
application  software  products  and  associated  support  services,  remote  com- 
puting and  facilities  management  processing  services,  and  professional  serv- 
ices. CYBERTEK  is  also  a value-added  remarketer  for  the  IBM  PC/XT  and 
AT.  The  current  customer  base  includes  approximately  100  life  insurance 
companies  in  the  U.S.,  Canada,  and  Australia. 

The  company  operated  as  CYBERTEK  Computer  Products,  Inc.  through 
fiscal  1987.  In  August  1987  the  company  was  reincorporated  in  Dela- 
ware and  changed  its  name  to  CYBERTEK  Corporation. 

• Fiscal  1987  revenue  reached  $25.9  million,  an  8%  increase  over  $24  million  for 
the  previous  year.  Net  income  rose  56%  from  $1.2  million  in  fiscal  1986  to 
$1.8  million  in  fiscal  1987.  A five-year  financial  summary  follows: 
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CYBERTEK  COMPUTER  PRODUCTS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


~~ YEAR 

ITEM  __ 

3/87 

3/86 

3/85 

3/84 

3/83 

Revenue 

$ 25,875 

$ 23,979 

$ 21,389 

$ 

18,038 

$ 15,914 

. Percent  increase 

• 

from  previous  year 

8% 

12% 

19% 

13% 

29% 

Income  before  taxes 

$ 

3,449 

$ 

2,045 

$ 

2,538 

$ 

2,567 

$ 1,270 

. Percent  increase 

(decrease)  from 
previous  year 

69% 

(19%) 

(1%) 

102% 

206% 

Net  income 

$ 

1,796 

$ 

1,150 

$ 

1,576 

$ 

1,485 

$ 788 

. Percent  increase 

(decrease)  from 
previous  year 

56% 

(27%) 

6% 

88% 

328% 

Earnings  per  share 

$ 

0.50 

$ 

0.32 

$ 

0.46 

$ 

0.46 

$ 0.25 

. Percent  increase 

(decrease)  from 
previous  year 

56% 

(30%) 

- 

84% 

317% 

• Revenue  increases  were  attributed  to  increases  in  processing  and  professional 
services  revenue,  in  spite  of  declines  in  software  product  sales. 


• Research  and  development  expenditures  were  approximately  $6.2  million  (24% 
of  revenue)  in  fiscal  1987,  $5.9  million  (25%  of  revenue)  in  fiscal  1986,  and  $5 
million  (24%  of  revenue)  in  fiscal  1985. 


Costs  incurred  in  connection  with  customer  sponsored  development 
programs  (excluding  CYBERTEK's  proportionate  share  of  such  costs) 
were  $3.7  million,  53.3  million,  and  $3.1  million  in  fiscal  1987,  1986, 
and  I 985,  respectively. 

Funds  expended  by  the  company  for  research  and  development  were 
$2.5  million,  $2.6  million,  and  $1.9  million,  in  fiscal  1987,  1986,  and 
1 985,  respectively. 

• Revenue  for  the  six  months  ending  September  30,  1987  was  $1  I million,  a 15% 
decrease  from  revenue  of  nearly  $13  million  for  the  same  period  in  1986.  Net 
losses  for  the  period  were  $103,000,  compared  to  net  income  of  over  $1  mil- 
lion for  the  comparable  period  a year  ago. 
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CYBERTEK  management  attributes  revenue  declines  to  decreases  in 
sales  of  software  products  to  life  insurance  and  financial  services 
companies,  reflecting  weak  industry  conditions.  Revenues  from  pro- 
cessing and  professional  services  continue  to  increase. 

The  company  has  implemented  a program  to  reduce  operating  expenses, 
specifically  in  the  development  area  after  the  completion  of  the 
CK4/DB  (l-SYSTEM)  product. 

• CYBERTEK's  288  employees  are  segmented  as  follows: 


Marketing/sales 

17 

Customer  service 

66 

Research  and  development 

82 

Computer  operations 

90 

General  and  administrative 

33 

288 

• CYBERTEK's  major  competitor  is  The  Continuum  Company. 

KEY  PRODUCTS  AND  SERVICES 

• INPUT  estimates  approximately  50%  of  CYBERTEK's  fiscal  1987  revenue  was 
derived  from  software  products  and  associated  development  support  services, 
39%  from  remote  computing  and  facilities  management  processing  services, 
and  I 1%  from  systems  development  professional  services. 

• A three-year  summary  of  source  of  revenue  as  provided  by  CYBERTEK 
follows  ($  millions): 


FISCAL  YEAR 

ITEM 

3/1 

37 

3/E 

6 

3/E 

15 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Software  products 
and  services  (a) 

Processing  services 

$15.8 

10.1 

61% 

39 

$15.0 

9.0 

63% 

37 

$12.7 

8.7 

59% 

41 

Total 

$25.9 

100% 

$24.0 

1 00% 

$21.4 

100% 

(a)  Includes  software  licenses,  software  support,  and  professional  services. 

• Since  its  inception,  CYBERTEK  has  been  actively  engaged  in  the  design  and 
development  of  proprietary  life  insurance  applications  software.  CYBER- 
TEK's software  systems  automate  the  marketing,  administrative,  and  com- 
munications functions  of  both  traditional  life  insurance  product  lines  and  new 
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advanced  products  such  as  universal  life,  interest  sensitive  life,  and  other 
investment-linked  life  insurance  products. 


CYBERTEK  software  products  operate  on  IBM  and  compatible  computers. 
During  1987,  in  support  of  IBM's  Systems  Application  Architecture  (SAA), 
CYBERTEK  redefined  its  product  line  and  announced  its  new  family  of  CK4 
products. 


CK4/VS  (Virtual  Systems)  was  formerly  known  and  marketed  as 
CYPROS/AP.  CK4/VS  is  application  software  designed  to  provide  life 
insurance  and  financial  service  companies  with  an  integrated  mar- 
keting, administration,  and  communications  system.  CK4/VS  is  an  on- 
line system,  providing  immediate  record  inquiry  and  update  capability 
to  help  user  companies  provide  responsiveness  and  reduce  administra- 
tive effort.  CK4/VS's  co-processing  design  enables  customers  to 
process  both  advanced  and  traditional  products  in  a single  system. 
CK4/VS: 


Maintains  selected  information  on  customers,  agents,  and  pros- 
pects. 

Automates  the  underwriting  and  issuance  of  new  policies. 
Prepares  billings  and  customer  notification. 

Maintains  fund  information. 

Calculates  agents'  commissions. 

Performs  agency  and  other  management  information  reports. 

Performs  necessary  statutory  and  regulatory  reporting. 

Automates  correspondence  and  provides  electronic  mail  service. 

Maintains  policyowner  records  in  accordance  with  policy  provi- 
sions. 


. There  are  approximately  40  CK4/VS  clients. 

CK4/DB  (Data  Base)  is  CYBERTEK's  new  generation  of  insurance 
information  management  systems,  originally  developed  under  the  name 
of  l-SYSTEM.  Completed  in  March  I 987  at  a total  development  cost  of 
approximately  $22  million,  the  product  has  been  delivered  to  I I sponsor 
companies  and  two  nonsponsor  companies.  CK4/DB  is  designed  to 
process  a range  of  traditional  and  advanced  life  insurance  products. 
Features  include: 


On-line,  real-time  processing  for  greater  administrative  effi- 
ciency. 
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. The  use  of  report  generation  language  for  improved  management 
information. 

. Client-oriented  data  base  organization  to  improve  marketing 
and  administrative  capability. 

. Product  line  architecture  to  facilitate  introduction  of  new 
products. 

. Table-driven  system  designed  to  reduce  maintenance  costs. 

Target  clients  for  CK4/VS  include  companies  in  the  life  insurance  and 
financial  service  industry  who  are  seeking  a tactical,  short-term 
product  development  approach  to  the  marketplace.  These  are  com- 
panies who  wish  to  enter  the  market  with  new  insurance/investment 
products  with  a minimum  investment  and  a short  development  cycle. 

CYBERTEK  believes  that  the  greatest  sales  prospects  for  CK4/DB  are 
companies  planning  for  long-term,  totally-integrated  data  base 
systems.  These  are  companies  charting  development  paths  over  a 
period  of  years,  not  months. 

CYBERTEK  is  developing  conversion  programs  to  provide  more  effi- 
cient and  less  costly  migration  to  CK4/DB  from  CK4/VS  and  similar 
insurance  processing  programs  still  in  use  for  those  companies  wanting 
to  switch  to  CK4/DB. 

CK4/WS  (Workstation  Systems)  is  the  product  designation  for  CYBERTEK's 
microcomputer-based  software.  This  grouping  of  software  products  presently 
consists  of  the  PC  Workstation  Manager  and  SalesPro.  Software  under  the 
CK4/WS  product  designation  is  aimed  at  transforming  computing  systems  into 
multi-function  workstations. 

The  PC  Workstation  Manager  is  a refined  and  enhanced  version  of  two 
previous  CYBERTEK  products— Micro  Information  Manager  and  the 
Executive.  Initially  developed  and  targeted  to  CYBERTEK's  traditional 
life  insurance  and  financial  services  market,  the  product's  flexibility 
cuts  across  horizontal  markets,  resulting  in  the  expansion  of  its  target 
markets  to  include  Fortune  1000  firms  within  a variety  of  industries. 
PC  Workstation  Manager  establishes  a uniform  PC  operating  environ- 
ment, simplifying  computer  operations  for  users  corporate  wide. 

SalesPro  is  an  integrated  proposal  system  that  runs  on  IBM  and  compat- 
ible microcomputers  to  produce  advanced  sales  illustrations.  Using 
SalesPro,  agents  can  illustrate  traditional  and  new  products  such  as 
universal  life,  variable  universal  life,  and  interest-sensitive  life. 
Premium  withdrawals,  loans,  interest  rates,  protection  or  lump  sum 
payments  can  be  calculated.  SalesPro  is  compatible  with  various  word 
processing,  spreadsheet,  and  graphics  software  programs,  as  well  as 
with  other  CYBERTEK  software. 
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• Support  services  are  provided  to  CYBERTEK  software  clients  as  follows: 

Customer  services  include  project  planning,  system  instdllation  and 
modification,  customer  training,  and  technical  consulting. 

. Technical  consulting  includes  custom  product  development, 

software  design,  and  training. 

. Customer  services  are  provided  on  a time-and-materials  basis. 

Under  Strategic  Business  Support  (SBS),  CYBERTEK  clients  enter  into 
a long-term  (20-year)  agreement  which  includes  the  software  license, 
application  development,  and  ongoing  maintenance. 

. SBS  includes  new  product  development,  technological  changes, 
new  legislation,  and  statutory  and  reporting  changes. 

. Revenue  from  SBS  contracts  was  $1.1  million  in  fiscal  1987, 

compared  to  $2.8  million  in  fiscal  1986,  and  $4.2  million  in  fiscal 
1985. 


In  late  fiscal  1987,  CYBERTEK  established  a Workstation  Systems 
Division  to  identify  new  markets  for  the  workstation  product  line.  The 
division  also  offers  training,  systems  integration,  and  consulting  serv- 
ices for  the  integration  of  microcomputers  into  a networked  corporate 
information  system. 


Regional  customer  service  centers  are  located  in  Los  Angeles,  Dallas, 
and  Chicago. 

In  addition  to  licensing  software  products  for  in-house  use,  CYBERTEK  also 
provides  facilities  management  and  remote  computing  processing  services  to 
the  life  insurance  industry. 

Facilities  management  clients  include  Federal  Kemper  Life  Assurance 
Company  and  Lumberman's  Mutual  Casualty  Company  (Association 
Group  and  Health  Insurance  Division). 

Remote  computing  customers  include  Kemper  Financial  Services, 
Legacy  Life  Insurance  Company,  State  Reserve  Life  Insurance  Com- 
pany, Keystone  Provident  Life  Insurance  Company,  Connecticut  Gen- 
eral Life  Insurance  Company,  Pacific  Mutual  Life  Insurance  Company, 
Tandom  Financial  Group,  and  Connecticut  Mutual  Life  Insurance  Com- 
pany. 
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INDUSTRY  MARKETS 

• One  hundred  percent  of  CYBERTEK's  fiscal  1987  revenue  was  derived  from 
the  life  insurance  and  financial  services  industries. 

• On  March  31,  1987,  the  company  had  a customer  base  of  approximately  100 
life  insurance  companies. 

Three  customers  that  are  affiliates  of  the  Kemper  Group  accounted  for 
an  aggregate  of  approximately  25%,  26%,  and  30%  of  .total  revenue  for 
fiscal  1987,  1986,  and  1985,  respectively. 

GEOGRAPHIC  MARKETS 

• Virtually  100%  of  CYBERTEK's  fiscal  1987  revenue  was  derived  from  the  U.S. 

• Sales  offices  are  located  in  College  Station  (TX)  and  at  the  Infomart  facility 
in  Dallas. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• CYBERTEK  has  the  following  computers  installed  at  its  data  center  in 
Chicago,  running  under  various  combinations  of  CICS,  IMS,  OS,  DOS,  and  MVS. 

I IBM  3033N. 

I IBM  3033U. 

I IBM  3083EX. 

• Clients  access  CYBERTEK's  data  center  via  direct  dial  or  leased  lines. 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  OCTOBER  1985 


CYBERTEK  COMPUTER  PRODUCTS,  INC.  Vaughn  W.  Morgan,  Chairman, 
6133  Bristol  Parkway  President,  and  CEO 

Culver  City,  CA  90230  Public  Corporation,  OTC 

(213)  649-2450  Total  Employees:  266 

Total  Revenue,  Fiscal  Year  End 
3/31/86:  $23,979,000 


CYBERTEK  COMPUTER  PRODUCTS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


~ FISCAL  YEAR 

ITEM  — ~ 

3/86 

3/85 

3/84 

3/83 

3/82 

Revenue 

$23,979 

$21,389 

$ 18,038 

$ 15,914 

$ 12,333 

. Percent  increase 

from  previous  year 

12% 

19% 

13% 

29% 

41% 

Income  before  taxes 

$ 2,045 

$ 2,538 

$ 2,567 

$ 1,270 

$ 415 

. Percent  increase 

(decrease)  from 

previous  year 

(19%) 

(1%) 

1 02% 

206% 

(1%) 

Net  income 

$ 1,150 

$ 1,576 

$ 1,485 

$ 788 

$ 184 

. Percent  increase 

(decrease)  from 

previous  year 

(27%) 

6% 

88% 

328% 

(12%) 

Earnings  per  share 

$ 0.32 

$ 0.46 

$ 0.46 

$ 0.25 

$ 0.06 

. Percent  increase 

(decrease)  from 

previous  year 

(30%) 

84% 

3 1 7% 

(14%) 

• Revenue  for  the  three  months  ending  June  30,  1986  was  $6.5  million,  a 44% 
increase  over  $4.5  million  for  the  same  period  in  1985.  Net  income  reached 
$609,000,  compared  to  net  losses  of  $334,000  for  the  same  period  a year  ago. 


SOURCE  OF  REVENUE 

• Approximately  53%  of  CYBERTEK's  fiscal  1986  revenue  was  derived  from 
software  product  licenses  and  associated  support  services,  37%  from  remote 
computing  and  facilities  management  processing  services,  and  10%  from 
systems  development  professional  services. 
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• A three-year  summary  of  CYBERTEK's  source  of  revenue  follows: 


FISCAL  YEAR 

3/86 

3/85 

3/84 

ITEM 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Software  products 
. Licenses 

$ 7.1 

30% 

$ 7.7 

36% 

$ 6.5 

36% 

. Customer 
Services 

5.5 

23 

2.8 

13 

1.7 

9 

Processing  services 

9.0 

37 

8.7 

41 

7.0 

39 

Professional  services 

2.4 

10 

2.2 

10 

2.8 

16 

Total 

$24.0 

100% 

$21.4 

1 00% 

$ 18.0 

100% 

• At  March  31,  1986,  the  company  had  a customer  base  of  approximately  100 
life  insurance  companies. 


Three  customers  that  are  affiliates  of  the  Kemper  Group  accounted  for 
an  aggregate  of  approximately  28%,  30%,  and  26%  of  total  revenue  for 
fiscal  1986,  1985,  and  1984,  respectively. 

• Approximately  99%  of  CYBERTEK's  fiscal  1986  revenue  was  derived  from  the 
U.S.  The  remaining  1%  was  derived  from  foreign  sources. 

• In  July  1986  CYBERTEK  announced  that  it  had  entered  into  a long-term, 
multi-million  dollar  agreement  with  CIGNA  Corporation  of  Philadelphia  to 
provide  total  data  processing  for  CIGNA's  Group  Universal  Life  Insurance 
Marketing  Program. 

Personal  computers  will  be  used  by  CIGNA's  agents  to  prepare  custom- 
ized illustrations  for  their  clients.  The  personal  computer  will  then 
communicate  directly  with  the  IBM  mainframes  at  CYBERTEK's 
processing  center,  where  policies  will  be  computer  screened  and  issued 
by  CYPROS/AP®  , CYBERTEK's  real-time  insurance  processing 
system. 
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COMPANY  PROFILE 


CYBERTEK  COMPUTER  PRODUCTS,  INC.  Vaughn  W.  Morgan,  President  and 
6133  Bristol  Parkway  Chairman 

Culver  City,  CA  90230  Public  Corporation,  OTC 

(213)  649-2450  Total  Employees:  250 

Total  Revenue,  Fiscal  Year  tnd 
3/31/85:  $21,389,000 


THE  COMPANY 

• CYBERTEK  Computer  Products,  Inc.,  founded  in  1969,  specializes  in  products 
and  services  for  the  life  insurance  industry.  The  company  provides  applica- 
tions software  products  and  associated  support  services,  remote  computing 
and  facilities  management  processing  services,  and  professional  services. 
CYBERTEK  is  also  a value-added  remarketer  for  the  IBM  PC/XT  and  AT.  The 
current  customer  base  includes  approximately  100  life  insurance  companies  in 
the  U.S.,  Canada,  and  Australia. 

• On  August  8,  1984,  CYBERTEK  completed  an  initial  public  offering  of  700,000 
shares  of  common  stock.  Net  proceeds  of  approximately  $2  million  are  to  be 
used  for  general  corporate  purposes  including  expansion  of  the  company's  sales 
and  marketing  activities,  continued  enhancement  and  development  of 
products,  and  expansion  and  upgrade  of  the  computing  capacity  of 
CYBERTEK's  data  center.  A portion  of  the  proceeds  may  be  used  for  future 
acquisitions. 

• Fiscal  1985  revenue  reached  $21.4  million,  a 19%  increase  over  $18  million  for 
the  previous  year.  Net  income  rose  6%  from  $1.5  million  in  fiscal  1984  to 
$1.6  million  in  fiscal  1985.  A five-year  financial  summary  follows: 
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CYBERTEK  COMPUTER  PRODUCTS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


The  increase  in  revenue  during  the  period  1983  to  1985  reflects  improved 
results  from  sales  of  the  company's  products  and  services. 


Cost  of  services  was  $9.2  million  (43%  of  revenue)  in  fiscal  1985,  $7.7 
million  (43%  of  revenue)  in  fiscal  1984,  and  $7.9  million  (50%  of 
revenue)  in  fiscal  1983.  The  decreased  costs  as  a percent  of  revenue 
reflect  a shift  in  sales  mix  to  higher  margin  products  and  more 
efficient  use  of  the  company's  maintenance  and  customer  support  staff. 

Research  and  development  expenditures  were  $5  million  (24%  of 
revenue)  in  fiscal  1985,  $4  million  (22%  of  revenue)  in  fiscal  1984,  and 
$2.8  million  (18%  of  revenue)  in  fiscal  1983. 

Costs  associated  with  customer  sponsored  development 
programs,  billed  to  customers  on  a time  and  material  basis,  were 
$2.2  million,  $2.8  million,  and  $1.8  million  in  fiscal  1985,  1984, 
and  1 983,  respectively. 

. Funds  expended  by  the  company  for  research  and  development 
were  $2.9  million,  $1.2  million,  and  $1.1  million,  in  fiscal  1985, 
1 984,  and  1 983,  respectively. 
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Selling  expenses  increased  to  $2.5  million  (12%  of  revenue)  in  fiscal 
1985,  compared  to  $1.2  million  (7%  of  revenue)  in  fiscal  1984,  and  $1.3 
million  (8%  of  revenue)  in  fiscal  1983.  CYBhRTEK  significantly 
expanded  its  sales  and  marketing  staff  in  fiscal  1985,  including  opening 
new  offices  in  Atlanta  (GA),  Hartford  (CT),  and  Philadelphia  (PA). 

In  June  1985  CYBERTEK  acquired  TCD  Systems,  Inc.  of  College  Station 
(TX).  Terms  of  the  acquisition  were  not  disclosed. 

TCD  Systems  develops  applications  software  products  for  life  insurance 
agents  and  agencies. 

TCD  had  1984  revenue  of  approximately  $1  million.  It  now  operates  as 
CYBERTEK  Agency  Services,  Inc.,  a wholly  owned  subsidiary  of 
CYBERTEK. 

Revenue  for  the  three  months  ending  June  30,  1985  was  $4.5  million,  a 6% 
decrease  from  $4.8  million  for  the  same  period  in  1984.  Net  losses  for  the 
period  were  $334,000  compared  to  net  income  of  $455,000  for  the  first 
quarter  of  fiscal  1984.  These  results  reflect  lower  sales  combined  with  higher 
operating  and  sales  expenses. 

CYBERTEK's  250  employees  are  segmented  as  follows: 


Marketing/sales  22 

Customer  service  44 

Research  and  development  62 

Computer  operations  94 

General  and  administrative  28 


250 

• CYBERTEK's  major  competitor  is  The  Continuum  Company. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  49%  of  CYBERTEK's  fiscal  1985  revenue  was  derived  from 
software  products  and  associated  development  support  services,  41%  from 
remote  computing  and  facilities  management  processing  services,  and  10% 
from  systems  development  professional  services. 
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• A three-year  summary  of  CYBERTEK's  source  of  revenue  follows: 


CYBERTEK  COMPUTER  PRODUCTS,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


• Since  its  inception,  CYBERTEK  has  been  actively  engaged  in  the  design  and 
development  of  proprietary  life  insurance  applications  software. 
CYBERTEK's  software  systems  automate  the  marketing,  administrative,  and 
communications  functions  of  both  traditional  life  insurance  product  lines  and 
new  advanced  products  such  as  universal  life,  interest  sensitive  life,  and  other 
investment-linked  life  insurance  products. 

• CYPROS/AP,  introduced  in  1984,  is  an  integrated  marketing,  administration, 
and  communications  system. 

CYPROS/AP  is  an  on-line  system  designed  for  IBM  and  compatible 
mainframes  that  provides  immediate  record  inquiry  and  update  capabil- 
ities. The  system's  co-processing  design  allows  customers  to  process 
both  advanced  and  traditional  life  insurance  applications  in  a single 
system. 

The  system  maintains  selected  information  on  customers,  agents,  and 
prospects;  prepares  sales  illustrations  and  policy  disclosure  materials; 
automates  the  underwriting  and  issue  of  new  policies;  prepares  billings; 
calculates  and  pays  agents'  commissions;  performs  policy  accounting; 
processes  agency  information  reports;  automates  correspondence  and 
provides  electronic  mail. 

Subsystems  of  CYPROS/AP  that  perform  the  functions  described  above 
include  the  following: 


o 
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. New  Business  (new  policies). 

AUTO/ISSUE®  automates  the  administrative  functions 
required  to  issue  a new  policy. 

NAIC  Policy  Summary  and  Illustration  System  automates 
the  description  of  insurance  proposals  and  the  breakdown 
of  costs  and  benefits  in  the  approved  NAIC  format. 

. In-Force  Policies  (updating/revising  existing  policies). 

Policy  Administration  provides  on-line  processing  of  in- 
force  policies. 

Billing  and  Re-Entry  automates  premium  collection. 

. Agents  Systems. 

Agents  On-Line  automates  record  processing  for  agents 
(contracts,  licensing,  financial  data,  production). 

Commission  Accounting  automates  agents  commission 
statements,  checks,  and  financial  control  reports. 

. Administrative  Support  Systems. 

ALPHA  INDEX  III™'  provides  on-line  cross-references  to 
all  policyowner,  agent,  stockholder,  and  individual 
records. 

CYBERSCRIBE  II™'  automates  correspondence  prepara- 
tion. 

Statutory  Reporting  automates  statutory  valuation  and 
policy  exhibit  reporting. 

CYBERGRAM™'  is  an  electronic  mail  system  providing 
communications  between  home  and  field  offices. 

In  January  1984  CYBERTEK  introduced  Strategic  Business  Support 
4 (SBS),  a marketing  program  that  has  principally  been  marketed  to 
existing  customers.  SBS  combines,  under  a single  agreement,  a 20-year 
license  of  CYPROS/AP  software  with  a continuing  program  of  system 
enhancement,  customer  education,  and  maintenance  services  available 
for  five,  seven,  or  ten  years. 

. Initial  sales  of  SBS  were  principally  to  existing  customers, 
although  several  sales  during  fiscal  1985  were  made  to  new 
customers. 
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. CYBERTEK  is  encouraging  its  existing  customers  with  active 
product  support  services  contracts  to  upgrade  their  systems  to 
SBS  by  offering  discounts  from  the  standard  SBS  prices. 

. Revenue  relating  to  licensing  of  software  under  SBS  contracts 
was  $4.2  million  in  fiscal  1985  and  $2.1  million  in  fiscal  1984. 

Prior  to  January  1984,  software  licenses  and  maintenance  and  system 
enhancements  were  provided  under  separate  agreements.  CYBERTEK 
continues  to  offer  maintenance  services  to  non-SBS  customers. 

• In  April  1985  CYBERTEK  introduced  the  Micro  Information  Manager™- 
(MIM™)  a microcomputer  information  system  that  permits  the  networking  of 
IBM  PCs  for  office  automation  and  life  insurance  functions. 

Using  MIM  and  MIM/NET,  a local  area  network  system,  all  client  IBM 
PCs  and  peripherals  can  be  linked  together  and  tied  into  the  corporate 
data  base.  The  MIM  system  supports  shared  mainframe  communica- 
tions, the  sharing  of  local  information  among  PCs,  multiple  PC  use  of 
peripherals,  electronic  mail,  and  CYBERSCRIBE™'  , an  automated 
correspondence  system. 

MIM  is  available  as  part  of  CYBERTEK's  CYPROS/AP  system  or  as  a 
separate  product. 

e In  June  1985,  as  a result  of  the  acquisition  of  TCD  Systems,  Inc.,  CYBERTEK 
introduced  SalesPro,  a standalone  integrated  proposal  system  for  IBM  micro- 
computers. SalesPro  permits  life  insurance  agents  to  generate  sales  proposals 
for  traditional  and  advanced  life  insurance  product  lines. 

• Services  provided  to  CYBERTEK  software  clients  include  project  planning, 
system  installation  and  modification,  customer  training,  and  technical  con- 
sulting. Charges  for  these  services  (for  non-SBS  contract  customers)  are 
determined  on  a time  and  materials  basis.  Regional  customer  service  centers 
are  located  in  Los  Angeles,  Dallas,  and  Chicago. 

« In  addition  to  licensing  software  products  for  in-house  use,  CYBERTEK  also 
provides  facilities  management  and  remote  computing  processing  services  to 
the  life  insurance  industry. 

Applications  available  to  processing  clients  include  CYPROS/AP  and 
MIM. 

Facilities  management  customers  include  Federal  Kemper  Life 
Assurance  Company,  Fidelity  Life  Association,  Fireman's  Fund, 
American  Life  Insurance  Company,  Lumbermen's  Mutual  Casualty 
Company,  Republic-Vanguard  Life  Insurance  Company,  and  United 
Equitable  Life  Insurance  Company. 
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Remote  computing  customers  include  John  Alden  Life  Insurance  Co., 
Insurvest,  Kemper  Financial  Services,  Legacy  Life,  and  State  Reserve 
Life. 

• CYBERTEK's  new  generation  insurance  information  system,  l-SYSTEM,  is 
currently  in  the  final  stages  of  testing. 

Development  of  the  l-SYSTEM  began  in  1980  under  a jointly-sponsored 
arrangement  among  CYBERTEK  and  13  insurance  companies. 

l-SYSTEM's  design  goal  is  to  provide  life  insurance  companies  with  a 
system  capable  of  processing  a range  of  advanced  and  traditional  life 
insurance  products  and  related  financial  services. 

CYBERTEK  is  also  developing  conversion  programs  for  migration  to 
the  l-SYSTEM  from  CYPROS/AP  and  similar  insurance  processing 
systems. 

Delivery  of  l-SYSTEM  was  initially  projected  for  mid- 1 983  for  aggre- 
gate expenditures  by  sponsors  of  approximately  $6  million.  Modifica- 
tions requested  by  the  sponsors  and  project  delays  have  increased  both 
the  time  and  expenditures  required  to  complete  the  project.  The 
current  budget  for  1-System  is  approximately  $17.3  million.  First 
release  of  the  system  is  scheduled  for  late  1 985. 

INDUSTRY  MARKETS 

• One  hundred  percent  of  CYBERTEK's  revenue  is  derived  from  the  life 
insurance  industry. 

GEOGRAPHIC  MARKETS 

• Approximately  95%  of  CYBERTEK's  1985  revenue  was  derived  from  the  U.S. 
and  5%  from  Australia. 

• Offices  are  located  in  Los  Angeles,  Chicago,  Dallas,  Philadelphia,  and 
Atlanta. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• CYBERTEK  has  the  following  computers  installed  at  its  data  center  in 
Chicago  running  under  various  combinations  of  CICS,  IMS,  OS,  DOS,  and  MVS: 

I IBM  3033N. 

I IBM  3033U. 

I IBM  3083  EX. 

• Clients  access  CYBERTEK's  data  center  via  direct  dial  or  leased  lines. 
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COMPANY  HIGHLIGHT 


CYBERTEK  COMPUTER  PRODUCTS, 

3255  Wilshire  Blvd. 

Los  Angeles,  CA  90010 
(213)  487-2860 


INC.  Vaughn  W.  Morgan,  President  & 
Chairman  of  the  Board 
Private  corporation 
Total  employees:  125 
Total  revenues,  fiscal  year  end 
12/31/77:  $5,200,000 


THE  COMPANY 

• CYBERTEK  Computer  Products,  Inc.  was  founded  in  1969  by  V.W.  Morgan  and 
Nancy  Wilten  (Vice  President)  to  provide  specialized  software  products  to  the 
insurance  industry.  Still  dedicated  to  the  life  insurance  industry,  CYBERTEK 
now  provides  processing  and  professional  (education)  services  as  well  as 
software  packages  to  its  clients. 

• Starting  from  a capital  base  of  $22,000  in  1969,  revenues  reached  nearly  $4 
million  in  1976,  an  average  annual  growth  of  110%.  Revenues  increased 
another  33%  from  1976  to  more  than  $5  million  in  fiscal  1977.  Management 
anticipates  a 35%  increase  in  fiscal  1978  and  then  increases  of  about  30% 
annually  until  fiscal  1980. 

• After-tax  earnings  jumped  900%  between  fiscal  1976  and  fiscal  1977  bringing 
net  earnings  from  3%  of  total  revenues  in  fiscal  1976  to  19%  of  total  revenues 
in  fiscal  1977. 

• In  November  1977,  CYBERTEK  won  a seven-year  legal  battle  over  trade 
secrets  against  a former  employee,  Pinckney  Whilfield,  and  Whitfield's  current 
employer,  Tracor  Computing  Corporation.  The  suit  concerned  the  similarity  of 
CYBERTEK's  AUTO/ISSUE  software  (developed  in  part  by  Whitfield)  and 
TCC's  Trac  70  software,  developed  after  Whitfield  had  joined  TCC.  The 
California  Superior  Court  found  both  Whitfield  and  TCC  guilty  of  appropriating 
trade  secrets. 


KEY  PRODUCTS  AND  SERVICES 

• In  fiscal  1977,  software  products  generated  (all  numbers  are  approximate)  50% 
of  total  CYBERTEK  revenues.  Another  35%  came  from  remote  computing, 
including  some  facilities  management.  Professional  services  produced  the 
remaining  15%. 
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The  company's  software  products  (called  APPLICATIONWARE^)  are  all 
designed  for  IBM  360/370  mainframes: 

AUTO/ISSUE  is  the  company's  basic  software  package.  It  is  a system  of 
programs  providing  on-line  and  batch  processing  and  policy  issuance  for 
all  individual  insurance  lines.  These  lines  include  ordinary  life, 
individual  accident  and  health,  and  deferred  annuities.  It  allows  on-line 
inquiry  and  file  update  on  policy  status  insurance  coverage,  agent 
information,  and  insured  lists.  Its  capabilities  also  include 
reinstatement,  reissues,  conversions,  and  policy  changes. 

ALPHA  INDEX  III  is  a centralized,  cross-referenced  data  base.  It 
references  pending  policy,  in  force  policy,  agent,  mortgage, 
stockholder,  and  other  user  defined  files;  and  also  contains  the 
capability  to  phonetically  search  for  names.  Written  in  assembler 
language,  the  software  supports  2260,  2265,  and  3270  type  terminals, 
and  is  compatible  with  360/370  computers  running  under  DOS,  OS,  and 
VS. 

Application  Executive,  an  on-line  interface  between  the  teleprocessing 
monitor  and  user  application  subsystems.  It  provides  key  word  access 
and  disaster  reconstruction  and  restart,  as  well  as  on-  and  off-line 
access. 

CFO+  Billing  and  Re-entry  System,  a generalized  system  designed  to 
satisfy  individual  policy  requirements  of  a life  insurance  company.  It 
supports  14  billing  techniques  including  combined  life  and  A&H  billing. 
Other  features  include  a preauthorized  check  system,  billing  infor- 
mation file,  automatic  re-entry  of  direct  pay  notices,  policy  accounting 
re-entry  records,  multiple  company  processing,  and  interfaces  with 
other  CYBERTEK  software. 

CFO+  Management  Reporting  System,  an  automated  general  ledger, 
budgeting,  and  financial  reporting  system.  It  includes  annual  statement 
preparation,  profitability  studies,  sensitive  accounts  control,  consoli- 
dated journal  listings,  maintenance  of  accrued  nonledger  items,  and 
audit  trails  and  controls. 

CFO+  Transaction  Processor,  an  on-line  transaction  processing  system. 
It  provides  instant  data  validation,  immediate  record  updating,  on-line 
balancing  of  accounting  input,  and  flexible  input  formats.  CFO+  PAS 
shares  main  memory  with  the  company's  On-Line  Inquiry  system  and  is 
compatible  with  all  versions  of  DOS  and  OS.  It  will  interface  with  IMS, 
CICS,  INTERCOMM,  TASKMASTER,  and  CYBERCOMM  in  addition  to 
other  teleprocessing  monitors. 

CFO+  On-Line  Inquiry,  software  providing  interactive  access  of  policy 
master  record  data  through  on-site  CRTs.  It  is  prerequisite  for  both  the 
Policy  Adminstration  System  and  the  Flexible  Premium  Annuity  System. 
CFO+  Policy  Exhibit,  a management  reporting  system  used  to  produce 
both  management  reports  and  financial  tables  and  statements. 
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CFO+  Valuation,  a system  designed  to  provide  detailed  annual  and 
interim  statutory  statements.  The  software  calculates  mean  reserves, 
net  and  gross  due,  deferred  and  advance  premiums,  asset  and  liability 
policy  values,  tabular  net  premiums,  reserves  released,  and  deficiency 
reserves. 

CYBERCOMM,  a teleprocessing  monitor  for  small  to  medium-sized 
networks.  It  supports  local  and  remote  asynchronous,  2260  and  3270- 
type  terminals  on  a polled  network. 

Agents  On-Line  Processing  System,  designed  to  create,  maintain,  and 
display  information  in  an  insurance  agent's  data  base.  The  data  base 
handles  contract  information,  licensing  data,  personal  and  financial 
information,  sales  activity  records,  and  user  defined  data.  AUTO/ISSUE 
is  a prerequisite  for  this  software. 

Flexible  Premium  Annuity  System,  an  add-on  to  other  CYBERTEK 
programs  requiring  interactive  capability  for  issuance  and  maintenance 
of  flexible  premium  annuities.  AUTO/ISSUE,  CFO+  Enhancements,  and 
CFO+  Policy  Adminstration  are  prerequisites  to  this  system. 

Policy  Summary  and  Illustration  System,  designed  to  generate  proposals 
to  fulfill  the  cost  disclosure  requirements  of  the  NAIC  Model  Life 
Insurance  Solicitation  Regulation.  It  is  a recent  enhancement  of 
AUTO/ISSUE. 

• CYBERTEK  recently  introduced  FAST™,  a multi-tasking  operating  system 
for  Interdata  minicomputers.  It  is  a utility  software  package  for  developing 
general  business  applications  and  is  the  first  systems  software  product  offered 
by  CYBERTEK.  FAST  will  serve  as  the  basis  for  a turnkey  small  business 
system  to  be  announced  during  the  first  quarter  1978. 


APPLICATIONS  AND  INDUSTRY  MARKETS  In  fiscal  1977,  CYBERTEK  offered 
only  specialty  services  and  software  for  the  life  insurance  industry.  Beginning  in 
fiscal  1978,  the  company  will  also  be  offering  general  business  and  utility  service 
capability  through  its  turnkey  minicomputer  system  and  FAST  systems  software 
package. 


GEOGRAPHIC  MARKETS 

• CYBERTEK  has  offices  in  Los  Angeles,  Chicago,  and  Braintree,  Massachusetts. 

• Clients  are  located  in  Washington,  Oregon,  California,  Idaho,  Colorado, 
Nebraska,  Texas,  Arkansas,  Iowa,  Illinois,  Minnesota,  Wisconsin,  Michigan, 
Indiana,  Ohio,  Kentucky,  Tennessee,  Pennsylvania,  New  Jersey,  New  York, 
Massachusetts,  and  Canada  with  concentrations  around  the  regional  offices. 


- 3- 

February  1978 

© 1978  by  INPUT,  Menlo  Park,  CA  94025.  Reproduction  Prohibited. 


INPUT 


COMPANY  HIGHLIGHT/CYBERTEK  COMPUTER  PRODUCTS,  INC. 


COMPUTER  HARDWARE  AND  SOFTWARE 

• The  central  computer  center  in  Chicago  has  an  IBM  370/168.  Four  Phase, 
Courier,  and  ADDS  CRTs  and  other  3270  and  2260  type  terminals  are  installed 
in-house  and  at  client  locations  for  access  to  the  company's  host  processor. 

• The  turnkey  system,  to  be  announced  first  quarter  1978,  will  be  built  around 
Interdata  16  bit  and  32  bit  minicomputers. 

• The  network  is  composed  of  leased  and  dial-up  lines.  A Western  Union 
satellite  --  CYBER-STAR  — links  the  company's  regional  and  sales  offices. 


a 
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CYBORG  SYSTEMS,  INC. 


Chairman  & CEO: 
President  & COO: 
Status: 


Michael  D.  Blair 


2 North  Riverside  Plaza 
12th  Floor 


Gary  M.  Tarr 
Private  Company 


Chicago,  IL  60606 


Total  Employees: 
Total  Revenue: 


229 

$27.5  million 
12/31/92 


Phone:  (312)454-1865 
Fax:  (312)930-1033 


Fiscal  Year  End: 


Key  Points 


Cyborg  Systems  is  well  positioned  to  benefit  from  the  expanding 
market  for  human  resource  management  systems,  offering  The 
Solution  Series R with  proven  client/server  technology,  a choice  of 
popular  user  interfaces,  wide  data  base  support,  and  open  portability 
across  computing  platforms. 

In  April  1993,  Cyborg  Systems  announced  versions  of  The  Solution 
Series  for  DB2,  Rdb,  and  Oracle  relational  data  base  management 
systems  (RDBMSs).  Sybase,  Informix,  and  Ingres  versions  of  The 
Solution  Series  are  scheduled  for  availability  in  the  third  quarter  of 
this  year. 

The  company  plans  to  open  an  international  office  in  Singapore  in 
June  1993. 
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Company  Cyborg  Systems,  founded  in  1974,  develops,  markets,  and  supports 

Description  applications  software  products  for  human  resource  information 

management,  payroll  processing,  benefits  administration,  and  time-and- 
attendance  tracking  and  management.  The  company  also  provides 
education,  training,  and  consulting  professional  services. 


Financials  Cyborg  Systems'  1992  revenue  reached  $27.5  million,  a 14%  increase 

over  1991  revenue  of  $24.2  million. 


During  1990,  Cyborg  Systems  changed  its  fiscal  year  end  from  February 
28  to  December  31.  In  the  five-year  summary  that  follows,  revenues 
are  reported  on  a calendar  year  basis  for  1990,  and  on  a fiscal  year 
basis  for  previous  periods. 


CYBORG  SYSTEMS,  INC. 
FIVE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

12/92 

12/91 

12/90 

2/90 

2/89 

Revenue 

• Percent  increase 

$27.5 

$24.2 

$17.6 

$20.3 

$15.0 

from  previous  year 

14% 

38% 

N/A 

35% 

25% 

Cyborg  Systems  management  attributes  the  company's  growth  to  its 
enhanced  product  offerings  and  increased  customer  support  services. 


Alliances  Hardware:  Bull  HN,  DEC,  Hewlett-Packard,  IBM,  Unisys,  and  Wang 

Software:  Cincom  Systems,  CODA,  and  Computron 

Technology:  Digital  Design,  Resumix,  Systems  Tax  Service,  Talx 
Corporation,  and  Westcorp  Software  Systems 


Employees  Cyborg  Systems  currently  has  229  employees,  segmented  as  follows: 


Marketing/sales 

35 

Customer  support 

115 

Research  and  development 

37 

Computer  operations 

7 

General  and  administrative 

35 

229 
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Competitors 


Key  Products  and 
Services 


Major  competitors  include  PeopleSoft,  D&B  Software,  Information 
Science  Incorporated,  Integral,  GENES YS  Software  Systems, 
Tesseract,  and  Spectrum. 


Approximately  90%  of  Cyborg  Systems'  1992  revenue  was  derived  from 
applications  software  product  licenses,  4%  from  associated  support 
services,  and  6%  from  professional  services  consulting  (Cyborg 
Consulting  Division). 

All  Cyborg  Systems  products  operate  on  virtually  any  mainframe  or 
minicomputer  hardware  platform  that  supports  full  ANSI  COBOL, 

PCs,  and  most  versions  of  UNIX,  including  Bull  HN,  CDC,  Data 
General,  DEC,  HP,  IBM,  NCR,  Prime,  Sun,  Unisys,  and  Wang.  The 
Solution  Series  also  is  available  for  PC  LANs  under  Novell  NetWare. 

The  Solution  Series  is  Cyborg  Systems'  client/server-based  family  of 
integrated  software  products  for  human  resource  information 
management,  payroll  processing,  benefits  administration,  and  time  and 
attendance  tracking  and  management. 

• The  products  support  a common  architecture  and  permit  real-time 
updating  of  files.  Each  application  may  be  used  separately  or 
integrated  as  part  of  a total  system. 

• The  Solution  Series  addresses  the  following  functional  areas: 

- The  Human  Resource  Management  Solution  ranges  in  price  from 
$50,000  to  $360,000  and  includes  the  following  modules: 

Basic  Human  Resource  Record-Keeping 

Benefits  Administration 

EEO/ Affirmative  Action 

Applicant  Tracking 

Employee  Health  and  Safety 

Labor/Employee  Relations 

Workforce  Planning 

Position  Control 

Attendance  Tracking 

Salary  Administration 

- The  Payroll  Solution  provides  on-line  administration  of  payroll 
functions.  This  system  ranges  in  price  from  $50,000  to  $360,000. 
The  Cyborg  Tax  Service,  a standard  feature  of  the  Payroll 
Solution,  provides  clients  with  information  bulletins  related  to 
current  tax  changes.  There  are  currently  over  1,000  installations 
of  the  Payroll  Solution. 
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- The  Time  and  Attendance  Solution  combines  software  and 
hardware  to  automatically  capture  and  compile  employee  time 
card  data  from  the  swipe  of  a specially  encoded  badge.  This 
system  ranges  in  price  from  $20,000  to  $160,000. 

• Cyborg  Systems'  products  are  currently  installed  at  more  than  1,000 
customer  sites. 

Other  Cyborg  Systems'  products  include  the  following: 

• The  COBRA  Solution  is  a PC-based  system  that  interfaces  with 
Cyborg  Systems'  Benefits  Administration  module  of  the  Human 
Resource  Management  Solution  to  automate  administrative  tasks 
associated  with  Consolidated  Omnibus  Budget  Reconciliation  Act 
(COBRA)  compliance.  The  COBRA  Solution  can  also  be 
interfaced  via  the  PC  Solution  for  mainframes  and  minicomputers. 
The  COBRA  Solution  ranges  in  price  from  $8,000  to  $15,000. 

• The  PC-Solution  is  a software  product  that  permits  downloading 
from  a mainframe  or  minicomputer  of  any  module  of  the  Human 
Resource  Management  Solution,  and  the  data  entry  and  balancing 
functions  of  the  Payroll  Solution  to  an  IBM  or  compatible 
microcomputer.  The  PC-Solution  is  priced  at  $10,000  and  corporate 
licenses  are  also  available.  There  are  currently  300  installations. 

Support  services  provided  by  Cyborg  Systems  include  the  following: 

• Cyborg  Systems  offers  training  services  to  its  software  clients 
through  The  Solution  Center,  its  national  client  training  center  in 
Chicago.  The  company  also  offers  product  seminars  throughout  the 
U.S.  The  seminars  introduce  and  describe  Cyborg  Systems'  products 
and  services. 

• A 24-hour  hotline  provides  assistance  in  system  implementation, 
project  planning,  and  telephone  support. 

• A dial-in  service  permits  clients  to  receive  the  latest  tax  and  other 
product-related  updates  over  the  telephone  via  a microcomputer. 

• System  installation  is  available  with  Cyborg  Systems'  software  license 
fees. 

The  Cyborg  Consulting  Division  is  a separate  Cyborg  Systems  branch 

that  provides  supplemental  custom  software  development  and 

consulting  services  to  its  software  clients.  This  unit  has  approximately 

35  employees. 
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Industry  Markets 

Cyborg  Systems'  produets  are  targeted  to  companies  with  more  than 
500  employees. 

Approximately  60%  of  revenue  is  derived  from  the  manufacturing 
industry.  The  remaining  40%  of  revenue  is  derived  from  clients  in 
various  industries. 

Cyborg  Systems'  products  are  used  by  clients  in  banking,  chemicals, 
clothing  manufacturing,  cosmetics,  data  processing  services,  education, 
food  processing,  government,  health  care  services,  insurance,  appliance 
manufacturing,  nuclear  research,  petroleum,  and  publishing. 

Geographic 

Markets 

Approximately  71%  of  Cyborg  Systems'  1992  revenue  was  derived  from 
the  U.S.  and  29%  was  derived  from  international  sources. 

U.S.  sales/support  offices  are  located  in  Chicago,  Atlanta,  Dallas, 
Memphis,  and  Newport  Beach  (CA). 

International  offices  are  located  in  Toronto  and  Cornwall  (Canada), 
London  (U.K.),  Australia,  the  Caribbean,  and  Singapore  (as  of  June 
1993). 

Computer 
Hardware  and 
Software 

Cyborg  Systems  has  the  following  computers  installed  for  research  and 
development  and  customer  support: 

• 1 HP-3000  Series  33,  MPE-IV 

• 1 DEC  VAX,  VMS 
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COMPANY  PROFILE 


CYBORG  SYSTEMS,  INC. 

2 North  Riverside  Plaza 
12th  Floor 
Chicago,  IL  60606 
(312)  454-1865 


Michael  Blair,  President 
Private  Company 
Total  Employees:  250 
Total  Revenue,  Fiscal  Year  End 
12/31/90:  $17,600,000 


The  Company  Cyborg  Systems,  Inc.,  founded  in  1974,  develops,  markets,  and 

supports  application  software  products  for  human  resource,  payroll, 
and  time-and-attendance  recording.  The  company  also  provides 
education,  training,  and  consulting  professional  services. 

During  1990,  Cyborg  changed  its  fiscal  year  end  from  February  28 
to  December  31.  In  the  five-year  summary  that  follows,  revenues 
are  reported  on  a calendar  year  basis  for  1990,  and  on  a fiscal  year 
basis  for  previous  periods. 


CYBORG  SYSTEMS,  INC. 
FIVE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

12/90 

2/90 

2/89 

2/88 

2/87 

Revenue 

• Percent  increase 

$17.6 

$20.3 

$15.0 

$12.0 

$12.0 

from  previous  year 

★ 

35% 

25% 

- 

50% 

Not  meaningful 


Cyborg  management  attributes  the  company's  growth  to  its 
enhanced  product  offerings  and  increased  customer  support 
services. 

Cyborg  currently  has  approximately  250  employees,  segmented  as 
follows: 


Marketing/sales 

40 

Customer  support 

125 

Research  and  development 

38 

Computer  operations 

9 

General  and  administrative 

38 

250 
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Key  Products  and 
Services 


Major  competitors  include  D&B  Software,  Information  Science 
Incorporated,  and  GENES YS  Software  Systems. 


Approximately  51%  of  Cyborg's  1990  revenue  was  derived  from 
application  software  product  licenses,  31%  from  associated  support 
services,  and  18%  from  professional  services  consulting  (Cyborg 
Consulting  Division). 

The  Solution  SeriesR  is  Cyborg's  family  of  integrated  software 
products  that  support  a common  architecture  and  permit  real-time 
updating  of  files.  Each  application  may  be  used  separately  or 
integrated  as  part  of  a total  system.  Cyborg's  products  are  currently 
installed  at  more  than  1,000  customer  sites. 

• The  following  Solution  Series  applications  are  available  for  IBM 
mainframes,  IBM  System  38  and  AS/400,  Unisys,  Hewlett- 
Packard,  DEC,  Data  General,  NCR,  Control  Data,  Honeywell, 
Prime,  Wang  computers,  and  PCs: 

- The  Human  Resource  Management  Solution  organizes 
information  by  personnel  function.  The  system,  which  ranges 
in  price  from  $60,000  to  $335,000,  includes  the  following 
modules: 

Basic  Human  Resource  Record-Keeping 

Benefits  Administration 

EEO/ Affirmative  Action 

Applicant  Tracking 

Employee  Health  and  Safety 

Labor/Employee  Relations 

Workforce  Planning 

Position  Control 

Attendance  Tracking 

Salary  Administration 

There  are  currently  over  1,000  installations  of 
the  Human  Resource  Management  Solution. 

- The  Payroll  Solution  provides  on-line  administration  of 
payroll  functions.  This  system  ranges  in  price  from  $60,000  to 
$335,000.  The  Cyborg  Tax  Service,  a standard  feature  of  the 
Payroll  Solution,  provides  clients  with  information  bulletins 
related  to  current  tax  changes.  There  are  currently  over  1,000 
installations  of  the  Payroll  Solution. 

- The  Time  and  Attendance  Solution  combines  software  and 
hardware  to  automatically  capture  and  compile  employee  time 
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card  data  from  the  swipe  of  a specially  encoded  badge.  This 
system  ranges  in  price  from  $10,000  to  $95,000. 

• Other  Cyborg  products  include  the  following: 

- The  PC-Solution  is  a software  product  that  permits 
downloading  from  a mainframe  or  minicomputer  of  any 
module  of  the  Human  Resource  Management  Solution,  and 
the  data  entry  and  balancing  functions  of  the  Payroll  Solution 
to  an  IBM  or  compatible  microcomputer.  The  PC-Solution  is 
priced  at  $10,000  and  corporate  licenses  are  also  available. 
There  are  currently  300  installations. 

- The  COBRA  Solution  is  a microcomputer-based  system  that 
interfaces  with  Cyborg's  Benefits  Administration  module  of 
the  Human  Resource  Management  Solution  to  automate 
administrative  tasks  associated  with  Consolidated  Omnibus 
Budget  Reconciliation  Act  (COBRA)  compliance.  The 
COBRA  Solution  can  also  be  interfaced  via  the  PC  Solution 
for  mainframes  and  minicomputers.  The  COBRA  Solution 
ranges  in  price  from  $8,000  to  $15,000. 

Support  services  provided  by  Cyborg  include  the  following: 

• Cyborg  offers  training  services  to  its  software  clients  through  its 
National  Client  Training  Center  in  Chicago.  The  company  also 
offers  product  seminars  throughout  the  U.S.  The  seminars 
introduce  and  describe  Cyborg's  products  and  services. 

• A 24-hour  hotline  provides  assistance  in  system  implementation, 
project  planning,  and  telephone  support. 

• A dial-in  service  permits  clients  to  receive  the  latest  tax  and 
other  product-related  updates  over  the  telephone  via  a 
microcomputer. 

• System  installation  is  available  with  Cyborg's  software  license 
fees. 

The  Cyborg  Consulting  Division  is  a separate  Cyborg  branch  that 

provides  supplemental  custom  software  development  and  consulting 

services  to  its  software  clients.  This  unit  has  approximately  35 

employees. 


Cyborg's  products  are  targeted  to  companies  with  more  than  250 
employees. 
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Approximately  60%  of  revenue  is  derived  from  the  manufacturing 
industry.  The  remaining  40%  of  revenue  is  derived  from  clients  in 
various  industries. 

Cyborg's  products  are  used  by  clients  in  banking,  chemicals,  clothing 
manufacturing,  cosmetics,  data  processing  services,  education,  food 
processing,  government,  health  care  services,  insurance,  appliance 
manufacturing,  nuclear  research,  petroleum,  and  publishing. 

Geographic 

Markets 

Approximately  71%  of  Cyborg's  1990  revenue  was  derived  from  the 
U.S.  and  29%  was  derived  from  international  sources. 

U.S.  sales/support  offices  are  located  in  Chicago,  Dallas,  Darien 
(CT),  Memphis,  Norcross  (GA),  and  Newport  Beach  (CA). 

International  offices  are  located  in  Toronto  and  Cornwall  (Canada), 
London  (U.K.),  Australia,  and  the  Caribbean. 

Computer 
Hardware  and 
Software 

Cyborg  has  the  following  computers  installed  for  research  and 
development  and  customer  support: 

• 1 HP-3000  Series  33,  MPE-IV 

• 1 DEC  VAX,  VMS 
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COMPANY  PROFILE 


CYBORG  SYSTEMS,  INC. 

2 North  Riverside  Plaza 
1 2th  Floor 
Chicago,  IL  60606 
(312)  454-1865 


Michael  Blair,  President 
Private  Company 
Total  Employees:  160 
Total  Revenue,  Fiscal  Year  End 
2/28/89:  $15,000,000 


The  Company  Cyborg  Systems,  Inc.,  founded  in  1974,  develops,  markets,  and 

supports  application  software  products  for  human  resource, 
payroll,  and  fixed-assets  management.  The  company  also  provides 
education  and  training  and  consulting  professional  services. 

INPUT  estimates  that  Cyborg's  fiscal  1989  revenue  reached  $15 
million,  a 25%  increase  over  fiscal  1988  revenue  of  $12  million. 
The  company  has  been  profitable  for  the  last  15  years.  A four- 
year  revenue  summary  follows: 

CYBORG  SYSTEMS,  INC. 

FOUR-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

2/89 

2/88 

2/87 

2/86 

Revenue 

• Percent  increase 

$15.0 

$12.0 

$12.0 

$8.0 

from  previous  year 

25% 

-- 

50% 

N/A 

Cyborg  management  attributes  the  company's  growth  to  its 
enhanced  product  offerings  and  increased  customer  support 
services. 

Cyborg  currently  has  approximately  160  employees,  segmented  as 
follows: 


Marketing/sales 

25 

Customer  support 

85 

Research  and  development 

25 

Computer  operations 

5 

General  and  administrative 

20 

160 
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Key  Products  and 
Services 


Major  competitors  include  Management  Science  America, 
McCormack  & Dodge,  Information  Science  Incorporated,  and 
GENES YS  Software  Systems. 


Approximately  51%  of  Cyborg's  fiscal  1989  revenue  was  derived 
from  application  software  product  licenses,  31%  from  associated 
support  services,  and  18%  from  professional  services  consulting 
(Cyborg  Consulting  Division). 

The  Solution  Series™  is  Cyborg's  family  of  integrated  software 
products  that  support  a common  architecture,  permitting  real-time 
updating  of  files.  Each  application  may  be  used  separately  or 
integrated  as  part  of  a total  system.  Cyborg's  products  are 
currently  installed  at  more  than  750  customer  sites. 

• ' The  following  Solution  Series  applications  are  available  for 
IBM  mainframes,  IBM  System  38,  Unisys,  Hewlett-Packard, 
DEC,  Data  General,  NCR,  Control  Data,  Honeywell,  Prime, 
and  Wang  computers: 

- The  Human  Resource  Management  Solution  organizes 
information  by  personnel  function.  The  system,  which 
ranges  in  price  from  $85,000  to  $145,000,  includes  the 
following  modules: 

• Basic  Human  Resource  Record-Keeping 

• Benefits  Administration 

• EEO/ Affirmative  Action 

• Applicant  Tracking 

• Employee  Health  and  Safety 

• Labor/Employee  Relations 

• Manpower  Planning 

• Position  Control 

• Time  and  Attendance 

• Salary  Administration 

There  are  currently  over  750  installations  of  the  Human 
Resource  Management  Solution. 

- The  Payroll  Solution  provides  on-line  administration  of 
payroll  functions.  This  system  ranges  in  price  from  $50,000 
to  $85,000.  The  Cyborg  Tax  Service,  a standard  feature  of 
the  Payroll  Solution,  provides  clients  with  information 
bulletins  related  to  current  tax  changes.  There  are  currently 
over  750  installations  of  the  Payroll  Solution. 
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- The  Fixed  Assets  Solution,  a new  product,  is  a modular 
system  for  financial  and  tax  departments.  This  system  ranges 
in  price  from  $25,000  to  $60,000.  There  are  currently  20 
installations. 

• Other  Cyborg  products  include  the  following: 

- The  PC-Solution  is  a software  product  that  permits 
downloading  of  any  module  of  the  Human  Resource 
Management  Solution  or  the  Fixed  Assets  Solution,  and  the 
data  entry  and  balancing  functions  of  the  Payroll  Solution  to 
an  IBM  or  compatible  microcomputer.  The  PC-Solution  is 
priced  at  $10,000  and  corporate  licenses  are  also  available. 
There  are  currently  300  installations. 

- Cyborg  offers  a time  and  attendance  badge  reader  system 
that  combines  a badge  reader  with  Time  and  Attendance 
Software  and  an  IBM  PC/XT  or  compatible  microcomputer 
to  capture  employee  time  card  data. 

- The  COBRA  Solution  is  a microcomputer-based  system  that 
interfaces  with  Cyborg's  Benefits  Administration  module  of 
the  Human  Resource  Management  Solution  via  the  PC- 
Solution  to  automate  administrative  tasks  associated  with 
Consolidated  Omnibus  Budget  Reconciliation  Act 
(COBRA)  compliance.  The  COBRA  Solution  is  a new 
product  that  ranges  in  price  from  $8,000  to  $15,000. 

Support  services  provided  by  Cyborg  include  the  following: 

• Cyborg  offers  training  services  to  its  software  clients  through  its 
National  Client  Training  Center  located  in  Chicago.  The 
company  also  offers  product  seminars  throughout  the  U.S.  The 
seminars  introduce  and  describe  Cyborg's  products  and  services. 

• A 24-hour  hotline  provides  assistance  in  system 
implementation,  project  planning,  and  telephone  support. 

• A dial-in  service  permits  clients  to  receive  the  latest  tax  and 
other  product-related  updates  over  the  telephone  via  a 
microcomputer. 

• Free  system  installation  is  included  with  Cyborg's  software 
license  fees. 

The  Cyborg  Consulting  Division  is  a separate  Cyborg  branch  that 

provides  supplemental  custom  software  development  and 
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Geographic 

Markets 


Computer 
Hardware  and 
Software 


consulting  services  to  its  software  clients.  This  unit  has 
approximately  20  employees. 


Cyborg's  products  are  targeted  to  companies  with  more  than  250 
employees. 

Approximately  60%  of  revenue  is  derived  from  the  manufacturing 
industry.  The  remaining  40%  of  revenue  is  derived  from  clients  in 
various  industries. 

Cyborg's  products  are  used  by  clients  in  banking,  chemicals, 
clothing  manufacturing,  cosmetics,  data  processing  services, 
education,  food  processing,  government,  health  care  services, 
insurance,  appliance  manufacturing,  nuclear  research,  petroleum, 
and  publishing. 


Approximately  71%  of  Cyborg's  fiscal  1989  revenue  was  derived 
from  the  U.S.  and  29%  was  derived  from  international  sources. 

Sales/support  offices  are  located  in  Chicago,  Darien  (CT), 
Norcross  (GA),  Newport  Beach  (CA),  Toronto  and  Cornwall 
(Canada),  and  London  (U.K.). 


Cyborg  has  the  following  computers  installed  for  research  and 
development  and  customer  support: 


• 1 HP-3000  Series  33,  MPE-IV. 

• 1 DEC  VAX,  VMS. 
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February  1989 


COMPANY  HIGHLIGHT 


CYBORG  SYSTEMS,  INC. 

2 North  Riverside  Plaza 
Chicago,  IL  60606 
(312)  454-1865 


Michael  D.  Blair,  President 
James  O.  Pierce,  Vice  President 
Private  Corporation 
Total  Employees:  42 
Total  Revenue,  Fiscal  Year  End 
2/28/82:  $4,138,000 


THE  COMPANY 

• Cyborg  Systems  was  founded  by  Michael  Blair  and  James  Pierce  in  1974,  and 
incorporated  in  1975.  Each  owns  a one-half  interest  in  the  firm.  Cyborg 
markets  payroll  and  personnel  software  products. 

• 1982  revenue  was  $4.1  million,  a 140%  increase  over  1981  revenue  of  $1.7 
million.  Beginning  with  fiscal  1982,  Cyborg  is  no  longer  making  figures  for  net 
income  and  income  before  taxes  publicly  available.  However,  the  company 
states  that  it  is  profitable.  A five-year  financial  summary  follows: 


CYBORG  SYSTEMS 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands) 
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• Revenue  growth  in  fiscal  I 982  was  attributed  to  increased  sales,  supplemented 
by  a change  in  accounting  methods,  from  a cash  basis  to  an  accrual  basis. 
Income  decreased  in  fiscal  1981  due  to  increased  expenditures  for  company 
expansion.  Cyborg  opened  two  new  offices,  increased  advertising  expenditures 
by  250%,  and  added  additional  staff. 

• Cyborg  projects  1983  revenue  will  be  in  the  $8  million  range. 

• The  company  has  one  subsidiary,  Cyborg  Systems  of  Canada,  which  markets  a 
Canadian  version  of  the  payroll/personnel  system.  Located  in  Cornwall, 
Ontario,  it  has  three  employees. 

• Employees  are  segmented  as  follows: 


Marketing/sales  15 

Training  and  customer  support  12 

Product  development  7 

General  and  administrative  8 


42 

• Major  competitors  are  Management  Science  America  and  Information  Science. 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  total  revenue  is  derived  from  software  products. 

• The  Cyborg  System,  a payroll/personnel  product,  is  available  in  on-line  or 
batch  versions.  The  system  is  written  in  ANSI  COBOL  and  runs  on  a number  of 
mainframes  and  minicomputers.  Payroll  or  personnel  modules  may  be  licensed 
separately  or  as  an  integrated  system. 

The  payroll  module,  introduced  in  1974,  provides: 

. Up  to  500  different  earning  and  deduction  levels. 

. All  federal,  state,  county,  and  city  tax  tables  and  withholding 

information,  as  well  as  tax  updates  and  changes  in  required 
government  reports.  All  types  of  tax  calculations  are  supported, 
including  withholding,  unemployment,  and  disability  methods  for 
all  50  states. 

. Pay  and  attendance  information  by  earnings  type,  shift,  function, 
project,  or  by  individual  employee. 

. Automatic  reconciliation  of  checks,  uncashed  checks,  and  checks 

cashed  for  the  incorrect  amount. 
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. A file  of  wage  and  tax  expenses,  used  to  interface  with  the 
customer's  general  ledger  system. 

The  personnel  module,  introduced  in  1977,  provides: 

. All  information  necessary  to  comply  with  government  equal 
employment  opportunity  requirements. 

. Retirement  plan  data  on  each  employee. 

. Automatic  capture  of  injury/illness  information  by  employee, 
and  all  information  needed  for  OSHA  reporting. 

Records  of  each  employee's  benefits,  salary  history,  skills,  job- 
related  courses,  and  job  history. 

. Budgeted  and  actual  data  for  each  job  category,  including  a 
detailed  description  of  the  position  and  candidate  requirements. 
Also  reported  are  the  number  of  positions  budgeted  and  the 
amount  of  money  allocated  for  each  job  category. 

The  Cyborg  System  includes  two  levels  of  report  writers.  The  Report 
Writer  is  designed  for  users  with  no  technical  data  processing  training. 
The  Report  Generator  is  a more  powerful  tool,  designed  for  the  data 
processing  professional. 

. More  than  80  reports  may  be  generated,  both  standard  and  user 
designed.  Output  may  be  in  printed,  magnetic  tape,  or  punch 
card  form. 

The  product  runs  on  IBM,  NCR,  Burroughs,  Honeywell,  Univac,  and  CDC 
mainframes,  as  well  as  minicomputers  by  DEC,  Hewlett-Packard,  and 
Prime.  A version  for  Data  General  minicomputers  will  be  introduced  in 
summer  1982. 

Perpetual  license  fees,  which  include  user  training  and  one  year  of 
product  support,  are  as  follows: 


Maintenance  includes  tax  and  personnel  reporting  updates,  product 
enhancements,  and  a telephone  hotline.  The  yearly  fee  is  equal  to  10% 
of  the  current  product  price. 


Mainframe  Minicomputer 
Version  Version 


Payroll 
Personnel 
On-line  option 

Payroll/personnel  on-line  system 


$45,000 

$35,000 

$25,000 

$85,000 


$45,000 

$35,000 

$25,000 

$60,000 
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Cyborg  Systems  of  Canada  offers  a version  of  the  product  that  is 
bilingual;  either  French  or  English  data  may  be  processed.  Canadian 
tax  and  personnel  regulations  are  supported. 

There  are  220  installations  of  the  Cyborg  System.  Customers  include 
Hoffmann  La  Roche,  Hunt  Wesson  Foods,  Panasonic,  Atomic  Energy  of 
Canada,  Lucky  Stores,  Sunoco,  Hughes  Aircraft,  and  MSI  Insurance. 

Approximately  10%  of  total  revenue  is  derived  from  processing  vendors 
offering  the  payroll/personnel  system.  Service  bureaus  license  software 
at  regular  customer  rates.  Cyborg  does  not  receive  royalty  payments. 

. Service  bureaus  offering  the  Cyborg  System  include  Northwest 
Computer  Services  (BANCO),  Montreal  Trust,  First  Computer 
Center,  Financial  Computer  Services,  Del-Data  Computer 
Services,  Drivec  Computer  Services,  and  First  Wisconsin 
National  Bank  of  Milwaukee. 


Regularly  scheduled  classes  related  to  the  payroll/personnel  system  are 
available  and  account  for  about  5%  of  total  revenue. 

INDUSTRY  MARKETS 

• Products  are  targeted  at  organizations  with  more  than  250  employees,  with 
most  clients  having  considerably  larger  staffs.  Revenue  is  segmented  as 
follows: 


Manufacturing 

(30%) 

40% 

Discrete 

Process 

(10%) 

Distribution 

16 

Retail 

(9%) 

Wholesale 

(7%) 

Services  (Computer  processing  vendors) 

10 

State  and  local  government 

6 

Medical/hospital 

6 

Transportation 

5 

Utilities 

5 

Insurance 

5 

Education 

5 

Banking  and  finance 

2 

100% 
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GEOGRAPHIC  MARKETS 

• Revenue  is  derived  as  follows: 


u.s. 

90% 

Canada 

7 

United  Kingdom 

3 

100% 

• Branch  offices  are  located  in  Chicago,  Dallas,  Atlanta,  New  York  City,  Los 
Angeles,  and  Philadelphia.  Cyborg  Systems  of  Canada  is  in  Cornwall,  Ontario. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Cyborg  uses  an  HP  3000  Series  33,  MPE-IV,  for  development. 
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CyCare  Systems,  Inc. 


President  & CEO:  Jim  H.  Houtz 

7001  North  Scottsdale  Road 
Suite  1000 

Scottsdale,  AZ  85253-3628 
Phone:  (602)  596-4300 

Fax:  (602)596-4314 


Status:  Public 

Employees:  472  (4/95) 

Revenue:  $53,812,000 

Fiscal  Year  End:  12/31/94 


Key  Points 

• CyCare  lias  evaluated  its  strategic  direction  and 
decided  to  narrow  its  focus  and  concentrate  on  the 
markets  that  had  the  best  potential  under  health 
care  reform — providing  information  systems, 
related  support  services  and  electronic  data 
interchange  (EDI)  services  to  physicians  and 
medical  group  practices. 

• As  part  of  its  strategy,  in  late  1993  CyCare  sold  its 
Practice  Management  business  unit — a provider  of 
billing  and  collection  services  to  hospital-based 
physicians — to  Medaphis  Corporation  for  $24. 1 
million.  This  divestiture  has  resulted  in  a 

©INPUT  1995 


simplified  cost  and  operating  structure  and  a 
strengthened  balance  sheet,  allowing  CyCare  to 
concentrate  energies  and  resources  in  the  areas  in 
which  it  holds  a commanding  market  position. 

• During  1993,  CyCare  introduced  CyCare  System 
3000sm  (CS3000),  a practice  management  system 
featuring  patient  care,  prepaid  managed  care  and 
financial  and  administrative  functions  combined 
with  mainstream  productivity  tools  such  as  word 
processing,  electronic  mail  and  financial 
spreadsheets.  Using  client/server  technology, 
CS3000  operates  within  the  UNIX  software 
environment  and  runs  on  the  HP  9000  Series  800 
computer.  This  in-house  product  is  targeted  to 
group  practices,  health  care  enterprises  and  faculty 
practice  plans. 

• CyCare  has  also  recently  introduced 
SpectraMEDSM,  a Windows-based  practice 
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management  system  for  the  small  physician 
practice.  CyCare  will  continue  to  support  its  DOS- 
based  Medicalis  and  Dentalis  products. 

Company  Description 

CyCare,  incorporated  in  1969,  provides  processing 
services,  turnkey  systems,  facilities  management 
(systems  operations)  and  professional  services  to 
more  than  3,200  customers,  including  physicians, 
medical  group  practices,  faculty  practices  and 
medical  enterprises. 

Organization  and  Structure 

CyCare  is  currently  organized  into  three  units  as 
follows: 

• The  Group  Practice  business  unit,  headquartered  in 
Scottsdale  (AZ)  with  1994  revenue  of  $39.0 
million,  provides  processing  services,  in-house 
turnkey  systems  and  systems  operations  services  to 
physician  groups,  faculty  practices  and  medical 
enterprises. 

• CyData,  Inc.,  based  in  Scottsdale  (AZ)  with  1994 
revenue  of  $15.2  million,  provides  EDI  services, 
including  electronic  claims,  automated  remittance 
advice  and  on-line  eligibility.  Other  services 
include  a national  coordination  of  benefits  service, 
eligibility  verification,  laser  printing,  microfiche 
and  mailing  services. 

• The  Software  Publishing  unit,  with  1994  revenue 
of  $1.5  million,  markets  CyCare's  microcomputer 
software  products  (including  SpecraMED)  through 
a national  network  of  independent  dealers. 

In  addition  to  its  headquarters  in  Scottsdale,  CyCare 
has  regional  centers  in  Bedminster  (NJ), 

Bloomington  (MN),  Dallas  (TX),  Itasca  (IL), 

Marietta  (GA)  and  San  Diego  (CA). 

The  company's  processing  operations  and  Corporate 
Information  Center  are  in  Dubuque  (IA). 


Company  Strategy 

CyCare’s  strategy  is  to  focus  its  resources  on  its  core 
capabilities — providing  information  systems,  related 
support  services  and  EDI  services  to  physicians  and 
medical  group  practices  focused  on  their  need  to 
address  three  key  health  care  issues: 

• To  successfully  manage  risk,  negotiate  contracts 
and  deliver  and  measure  quality  in  a prepaid 
managed  care  environment 

• To  deliver  cost-effective,  quality  patient  care 

• To  simplify  administration  and  reduce  paperwork 
via  EDI  and  applications  within  the  CyCare 
product  line 

Specific  elements  of  the  company’s  strategy  include: 

• Further  penetrating  the  group  practice  market 
through  its  new  CyCare  System  3000  and 
SpectraMED  products  and  an  expanded  sales  force 

• Further  expansion  of  CyData’s  EDI  capabilities  to 
offer  additional  services 

Financials 

CyCare’s  1994  revenue  was  $53.8  million,  a 20% 
decrease  from  1993  revenue  of  $71.1  million.  Net 
income  reached  $3.0  million,  compared  to  a net  loss 
of  $7.8  million  for  1993. 

• The  decline  in  revenue  during  1994  was  due  to  the 
sale  of  the  Practice  Management  business  unit. 
Excluding  1993  Practice  Management  revenue  of 
$20.8  million,  CyCare’s  total  revenue  increased 
15%  from  1993  to  1994. 

• Net  losses  for  1993  include  a $3.7  million  gain  on 
the  sale  of  the  Practice  Management  business  unit 
and  a restructuring  charge  of  $1 1.9  million. 
Excluding  these  items,  net  income  of  $3.0  million 
for  1994  represented  a 150%  increase  over  net 
income  of  $1 .2  million  for  1993. 

• A five-year  financial  summary  follows: 
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CyCare  Systems,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

1994 

1993 

1992 

1991 

1990 

Revenue 

$53.8 

$71.1 

$75.6 

$75.4 

$79.4 

• Percent  change  from 

previous  year 

(20%) 

(6%) 

- 

(5%) 

(8%) 

Income  (loss)  before  taxes 

$5.0 

$(6.1) 

$2.5 

$1.4 

$(16.7) 

• Percent  change  from 

(a) 

(b) 

previous  year 

182% 

(344%) 

79% 

108% 

(440%) 

Net  income  (loss) 

$3.0 

$(7.8) 

$1.5 

$0.6 

$(11.7) 

• Percent  change  from 

previous  year 

138% 

(620%) 

150% 

105% 

(480%) 

Earnings  (loss)  per  share 

$0.60 

$(1.39) 

$0.27 

$0.11 

$(2.10) 

• Percent  change  from 

previous  year 

118% 

(615%) 

145% 

105% 

(489%) 

(a)  Includes  a restructuring  charge  of  $11.9  million,  and  a profit  before  tax  of  $3. 7 million  associated  with  the 
sale  of  Practice  Management. 


(b)  Includes  write-downs  of  assets  and  established  reserves  totaling  $20.0  million  related  to  a strategic 
redirection  toward  physician-oriented  entities. 


Comparable  year-to-year  services  revenue 
increased  10%,  while  system  sales  increased  45% 
during  1994. 

• System  growth  is  attributed  to  the  continuing 
market  acceptance  of  the  company’s  CS3000 
system  and  successful  introduction  of  its 
Windows-based  SpectraMED  product. 

• System  margins  remained  constant  at  3%  in  1994 
and  1993,  while  service  margins  increased. 

System  sales  were  70%  hardware  and  30% 
software  in  1994,  versus  75%  and  25%, 
respectively,  in  1993.  Software  sales  increased 
5%  as  a percent  of  system  sales,  but  this  increase 
in  high  margin  software  was  offset  by  a decrease 
in  hardware  margins  due  to  customer  demand  for 
less  profitable  personal  computers. 

• Services  revenue  grew  due  to  increases  in 
monthly  license  fees  and  services,  primarily  for 
new  CS3000  and  SpectraMED  clients,  and  an 
increase  in  transactions  processed  by  CyData. 

CyCare  Systems, Inc. 
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• Service  margins  increased  to  61%  in  1994,  from 
48%  the  prior  year,  primarily  due  to  the  sale  of 
Practice  Management,  a business  unit  that  had 
lower  operating  margins  than  CyCare’s  other 
business  units. 

Net  research  and  development  expenses  were 
approximately  $3.4  million  (6%  of  revenue)  in 
1994,  compared  to  $3.8  million  (5%  of  revenue)  in 
1993  and  $2.8  million  (4%  of  revenue)  in  1992. 
CyCare  continues  to  spend  its  research  and 
development  dollars  enhancing  its  CS3000  and 
SpectraMED  products,  developing  its  electronic 
medical  records  and  enterprise-wide  scheduling 
products  and  adding  additional  capabilities  to  its 
EDI  products  and  services. 

Interim  Results 

Revenue  for  the  three  months  ending  March  31, 
1995  reached  nearly  $15.8  million,  a 21%  increase 
over  $13  million  for  the  same  period  in  1994.  Net 
income  was  $1.0  million,  compared  to  $608,000  for 
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the  same  period  a year  ago.  The  strong  sales 
momentum  established  in  the  second  half  of  1994 
has  continued  into  1995,  largely  the  result  of 
CS3000  and  SpectraMED  sales. 

Revenue  Analysis  by  Product/Service 

Approximately  80%  of  CyCare’s  1994  revenue  was 
derived  from  services,  which  include  on-line  and 


distributed  processing  services,  systems  operations, 
professional  services  and  relicensing  fees:  17% 
was  derived  from  hardware/software  for  distributed 
processing  and  turnkey  systems  and  microcomputer 
software  products;  and  3%  came  from  interest  and 
other  income. 

Three-year  summaries  of  source  of  revenue  are 
shown  below. 


CyCare  Systems,  Inc. 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1994 

1993 

1992 

Business  Unit 

Revenue 

$ 

Revenue 

$ 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Group  Practice 

$39.0 

72% 

$33.9 

48% 

$36.8 

49% 

CyData 

15.2 

28% 

11.8 

17% 

10.7 

14% 

Software  Publishing 

1.5 

3% 

2.6 

3% 

3.2 

4% 

Practice  Management  (a) 

- 

- 

20.8 

29% 

26.2 

35% 

Other 

1.9 

4% 

5.2 

7% 

1.7 

2% 

(Eliminations)  (b) 

(3.8) 

(7%) 

(3.3) 

(4%) 

(2.9) 

(4%) 

Total 

$53.8 

100% 

$71.0 

100% 

$75.6 

100% 

(a)  This  business  was  sold  in  November  1993. 

(b)  Reflects  intercompany  electronic  claims  processing  revenue. 


CyCare  Systems,  Inc. 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1994 

1993 

1992 

Product/Service 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

$ 

Total 

$ 

Total 

$ 

Total 

Services 

$43.3 

80% 

$60.1 

85% 

$64.5 

85% 

Systems 

9.1 

17% 

6.3 

9% 

10.3 

14% 

Interest  and  other  income  (a) 

1.4 

3% 

4.6 

6% 

0.8 

1% 

Total 

$53.8 

100% 

$71.0 

100% 

$75.6 

100% 

(a)  1 993  results  include  a profit  before  tax  of  $3. 7 million  from  the  sale  of  the  Practice  Management  business. 
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A further  breakdown  of  1994  revenue  by  product 
line  is  estimated  as  follows: 


CS3000 14% 

SpectraMED 3% 

Claims  clearinghouse  (EDI) 22% 

Statements  printing 29% 

Add-ons/upgrades 5% 

Legacy  system  maintenance 1 6% 

Other 11% 


100% 

Market  Financials 

More  than  96%  of  CyCare’s  revenue  was  derived 
from  the  health  services  industry.  The  remainder 
of  revenue  was  derived  from  various  laser  printing 
and  microfiche  services  provided  to  other 
businesses,  primarily  credit  unions. 

The  CyCare  System  3000  is  targeted  to  group 
practices  and  faculty  practices  with  more  than  12 
physicians. 

SprectraMED  is  targeted  to  group  practices  with  12 
or  fewer  physicians  and  solo  practioners, 
representing  approximately  100,000  buying 
entities. 

Geographic  Markets 

Virtually  all  of  CyCare’s  1994  revenue  was  derived 
from  the  U.S.  Less  than  1%  of  total  revenue  was 
from  Canada. 

CyCare's  3,200  customers  are  located  in  50  U.S. 
states  and  three  Canadian  provinces. 

Divestitures 

In  November  1993,  CyCare  sold  its  Practice 
Management  business  unit  to  Medaphis 
Corporation  for  $24. 1 million. 

• Practice  Management,  with  approximately  600 
employees,  provided  processing  and  practice 
management  consulting  services  to  hospital- 
based  and  medical  school-based  physicians. 


• The  client  base  consisted  primarily  of 
radiologists,  anesthesiologists  and  emergence 
room  physicians. 

Employees 

As  of  April  21,1 995,  CyCare  had  472  employ  ees, 
segmented  as  follows: 


Sales  representatives 33 

Installation  and  support 148 

Systems  analysts  and  programmers 99 

Administrative,  operations 
and  clerical. 192 


472 

Key  Products  and  Services 

The  following  discussion  will  focus  on  CyCare's 
products  and  services  by  business  unit. 

Group  Practice 

CyCare’s  business  was  founded  in  the  group 
practice  marketplace.  This  business  unit,  with 
more  than  2,800  clients,  provides  on-line  and 
distributed  processing  services,  turnkey/in-house 
systems  and  systems  operations  services  to 
physicians,  physican  group  practices,  faculty 
practice  plans  and  medical  enterprises.  Revenue 
for  the  unit  was  $39.0  million  in  1994,  with  78% 
recurring  revenue. 

Applications  supported  include  patient  information 
and  registration,  patient  appointment  scheduling, 
business  office  management,  prepaid  managed 
care,  electronic  medical  records,  EDI  and  financial 
and  administrative  products. 

Turnkey/in-house  systems  currently  marketed  by 
CyCare  include  the  following: 

• CS3000  is  CyCare’s  new  product — a UNIX- 
based  client/server  practice  management  system 
for  HP  9000  Series  800  computers  targeted  to 
group  practices,  health  care  enterprises  and 
faculty  practice  plans  with  12  or  more 
physicians.  The  system  combines  mainstream 
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productivity  tools,  such  as  word  processing, 
electronic  mail  and  financial  spreadsheets,  with 
management  systems  that  include  patient  care, 
prepaid  managed  care  and  financial  and 
administrative  functions.  There  are  currently  45 
CS3000  clients. 

Systems  operations  services  are  currently  provided 
to  one  client.  The  company  is  working  to  expand 
its  outsourcing  client  base. 

CyCare’s  software  pricing  strategy — Living 
Software — shifts  a portion  of  the  initial  software 
license  fee  into  recurring  revenue  over  the  life  of 
the  contract.  Clients  generally  sign  license 
agreements  for  continuing  software  use,  support 
and  enhancements  for  a period  of  three  to  five 
years. 

New  products  under  development  during  1995 
include  electronic  medical  records,  enterprise-wide 
scheduling  and  managed  care  product  line 
enhancements. 

CyCare  no  longer  actively  markets,  but  continues 
to  support  the  C250,  300/350  and  700/900 
products. 

Software  Publishing 

This  unit,  with  1994  revenue  of  $1.5  million, 
markets  health  care  PC  software  products  through  a 
three-tiered  nationwide  network  of  more  than  100 
independent  dealers  and  resellers. 

SpectraMED,  introduced  in  1994,  is  a Windows- 
based  practice  management  and  patient  care 
software  product  targeted  to  small  practices  (up  to 
ten  physicians). 

• Features  include  electronic  medical  records,  live 
audio  and  video  records  that  can  be  stored  in  the 
SpectraMED  patient  file,  electronic  patient 
names/alerts,  the  ability  to  maintain  multiple  fee 
schedules  and  simplified  ad  hoc  reporting. 


• SpectraMED  has  a built-in  connection  to  CvData 
for  electronic  claims,  remittance  and  statements 
processing. 

• There  have  been  more  than  300  SpectraMED 
shipments. 

• New  features  under  development  include 
appointment  scheduling,  insurance  eligibility 
verification,  an  integrated  delivery  system,  a 
more  comprehensive  medical  records  package, 
enhanced  electronic  patient  statements  and 
managed  care  reporting. 

CyCare  no  longer  actively  markets  but  continues  to 
support  the  Medicalis  and  Dentalis  PC  software 
products. 

CyData,  Inc. 

CyData  provides  electronic  claims  processing  and 
ancillary  services  to  more  than  400  clients  in  the 
health  services  industry  as  well  as  to  CyCare  Group 
Practice  and  Software  Publishing  clients.  CyData 
generated  1994  revenue  of  $15.2  million  (including 
$3.8  million  in  intercompany  revenue).  These 
revenues  were  100%  recurring  in  1994. 

CyData’s  electronic  claims  processing  services 
include  the  following: 

• CyCare  customers  electronically  transmit  all 
insurance  claims  in  a single,  common  data  format 
from  their  billing  system  to  CyData’s 
clearinghouse.  CyData  then  edits  the  data, 
reformats  it  to  meet  specific  insurance  carrier 
requirements  and  submits  it  electronically  to  the 
carriers  for  reimbursement. 

• CyData  offers  more  than  420  electronic  formats 
to  payors.  The  clearinghouse  is  currently 
formating,  editing  and  processing  more  than  3.6 
million  physician  claims  per  month.  CyData  is 
projected  to  process  about  10  million  claims  per 
month  by  the  end  of  1997. 


Page  6 of  7 


INPUT  1995.  Reproduction  prohibited. 


CyCare  Systems,  Inc. 

May  1995 


INPUT  Vendor  Profile 


• Under  CyData’s  Participating  Payor  Program, 
insurance  payors  that  join  the  program  agree  to 
absorb  most,  if  not  all,  of  the  physician’s  cost  to 
process  claims  electronically.  In  return,  the 
payors  enjoy  a cost  savings  from  reduced  paper 
claims  processing. 

• CyData  also  provides  eligibility  verification, 
referral  authorization,  remittance  advice,  laser 
printing,  microfiche  and  mailing  services,  which 
are  provided  primarily  to  the  health  care  industry. 

New  services  under  development  by  CyData 
include  claims  status  checking,  credit  card 
authorization,  electronic  funds  transfer,  lab  test 
order  and  results  and  electronic  prescription 
ordering. 

Support  Services 

CyCare  provides  installation  or  conversion  and 
ongoing  support  services  to  its  clients.  Customer 
programming  is  generally  provided  on  a time-and- 
materials  basis. 

Initial  training  on  the  use  of  a system  is  generally 
included  in  the  cost  of  the  system.  CyCare  also 
provides  continuing  classes  to  update  and  train  new 
customer  personnel  at  regional  training  facilities. 

Clients 

During  the  first  quarter  of  1995,  CyCare  signed 
several  large  contracts  with  some  of  the  nation's 
largest  medical  services  organizations,  including 
SSM  Health  Care  (St.  Louis,  MO),  Promina  Health 
Systems,  Inc.  (Atlanta,  GA)  and  St.  John's  Health 
Systems,  Inc.  (Springfield,  MO). 

Marketing  and  Sales 

CyCare  markets  its  CS3000  and  CyData  products 
and  services  through  sales  representatives  located 
in  offices  throughout  the  U.S. 

SpectraMED  is  marketed  through  a nationwide 
network  of  more  than  100  independent  dealers. 


• In  early  1994,  Control-O-Fax  Corporation,  which 
specializes  in  health  care  business  solutions, 
signed  an  agreement  to  distribute  1 50  units  of 
SpectraMED  yearly. 

• Other  dealers  include  CYMA  Systems  (Tempe. 
AZ)  and  MedWorld  (Lake  Mary.  FL). 

Alliances 

CyCare  has  value-added  agreements  with  IBM. 

Bull  and  Hewlett-Packard  to  purchase  equipment 
for  resale  to  its  customers. 

In  order  to  provide  a broader  range  of  services  to 
physicians  and  medical  groups,  CyCare  has 
obtained  remarketing  and  licensing  agreements 
with  other  software  vendors  for  general  finance  and 
other  applications.  CyCare  has  such  agreements 
with  Medicode,  Inc.,  Medirisk,  Inc.  and 
SoftMed/lHS. 

Competitors 

CS3000  competitors  include  IDX,  SMS,  Medic  and 
First  Data  Corporation. 

SpectraMED  competitors  include  Medical 
Manager,  Wallaby  and  Versyss. 

CyData  competitors  include  EDS,  NEIC.  CHN  and 
Envoy. 

INPUT  Assessment 

CyCare’s  strengths  include  a focused  corporate 
direction  on  physician  entities,  strong  product 
direction  with  its  new  CS3000  and  SpectraMED 
products  and  nationally  recognized  EDI  capabilities 
via  CyData 

The  company’s  primary  challenge  over  the  coming 
year  is  to  successfully  install  CS3000  and 
SpectraMED  systems  for  new  clients. 
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Phone:  (602)  596-4300 

Fax:  (602)  596-4314 


Status:  Public 

Employees:  466  (12/94) 

Revenue  (9  mos.  ending  9/30/94):  $39,582,000 

Revenue  (FYE  12/31/93):  $ 71 ,062,000 


Key  Points 

• In  1993,  CyCare  evaluated  its  strategic 
direction  and  decided  to  narrow  its  focus  and 
concentrate  on  the  markets  that  had  the  best 
potential  under  health  care  reform — providing 
information  systems,  related  support  services 
and  electronic  data  interchange  (EDI)  services 
to  physicians  and  medical  group  practices. 

• As  part  of  its  strategy,  in  late  1993  CyCare 
sold  its  Practice  Management  business  unit — a 
provider  of  billing  and  collection  services  to 
hospital-based  physicians — to  Medaphis 


Corporation  for  $24. 1 million.  This  divestiture 
has  resulted  in  a simplified  cost  and  operating 
structure  and  a strengthened  balance  sheet, 
allowing  CyCare  to  concentrate  energies  and 
resources  in  the  areas  in  which  it  holds  a 
commanding  market  position. 

• During  1993,  CyCare  introduced  CyCare 
System  3000SM  (C  S3 000),  a practice 
management  system  featuring  patient  care, 
prepaid  managed  care  and  financial  and 
administrative  functions  combined  with 
mainstream  productivity  tools  such  as  word 
processing,  electronic  mail  and  financial 
spreadsheets.  Using  client/server  technology, 
CS3000  operates  within  the  UNIX  software 
environment  and  runs  on  the  HP  9000  Series 
800  computer.  This  in-house  product  is 
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targeted  to  group  practices,  health  care 
enterprises  and  faculty  practice  plans. 

• CyCare  has  also  recently  introduced 
SpectraMEDSM , a Windows-based  practice 
management  system  for  the  small  physician 
practice.  CyCare  will  continue  to  support  its 
DOS-based  Medicalis  and  Dentalis  products. 

Company  Description 

CyCare,  incorporated  in  1969,  provides 
processing  services,  turnkey  systems,  facilities 
management  (systems  operations)  and 
professional  services  to  more  than  3,200 
customers,  including  physicians,  medical  group 
practices,  faculty  practices  and  medical 
enterprises. 

Operations  and  Structure 

CyCare  is  currently  organized  into  two  units  as 
follows: 

• The  Group  Practice  business  unit, 
headquartered  in  Scottsdale  (A Z)  with  1993 
revenue  of  $36.5  million,  provides  processing 
services,  in-house  turnkey  systems  and  systems 
operations  services  to  physician  groups, 
faculty  practices  and  medical  enterprises.  This 
group’s  Software  Publishing  unit  sells 
CyCare’ s microcomputer  software  products 
through  a national  network  of  independent 
dealers. 

• CyData,  Inc.,  based  in  Scottsdale  (A Z)  with 
1993  revenue  of  $1 1.8  million,  provides  EDI 
services,  including  electronic  claims, 
automated  remittance  advice  and  on-line 
eligibility.  Other  services  include  a national 
coordination  of  benefits  service,  eligibility 
verification,  laser  printing,  microfiche  and 
mailing  services. 


In  addition  to  the  headquarters  in  Scottsdale, 
CyCare  has  regional  centers  in  Bedminster  (NJ), 
Bloomington  (MN),  Dallas  (TX),  Itasca  (IL), 
Marietta  (GA)  and  San  Diego  (CA). 

The  company’s  processing  operations  and 
Corporate  Information  Center  are  in  Dubuque 
(IA). 

Company  Strategy 

CyCare’ s strategy  is  to  focus  its  resources  on  its 
core  capabilities — providing  information 
systems,  related  support  services  and  EDI 
services  to  physicians  and  medical  group 
practices  focused  on  their  need  to  address  three 
key  health  care  issues: 

• To  successfully  manage  risk,  negotiate 
contracts  and  deliver  and  measure  quality  in  a 
prepaid  managed  care  environment 

• To  deliver  cost-effective,  quality  patient  care 

• To  simplify  administration  and  reduce 
paperwork  via  EDI 

Specific  elements  of  the  company’s  strategy 
include: 

• Further  penetrating  the  group  practice  market 
through  its  new  CyCare  System  3000  and 
SpectraMED  products  and  an  expanded  sales 
force 

• Further  expansion  of  CyData’ s EDI 
capabilities  to  offer  additional  services 

Financials 

CyCare’s  1993  revenue  was  $71.1  million,  a 6% 
decrease  from  1992  revenue  of  $75.6  million. 

• The  decline  in  system  sales  was  attributed  to 
customers’  hesitation  to  purchase  systems 
during  the  first  half  of  1993  while  the  new 
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administration  formulated  its  health  care 
reform  package.  In  addition,  there  was  a 
hesitancy  among  prospective  customers  to 
purchase  systems  from  CyCare,  as  it  was  a 
proposed  takeover  target  for  the  first  six 
months  of  1993. 

• Service  revenue  declines  were  due  to  revenues 
no  longer  received  from  the  Practice 
Management  business  after  November  1993. 
This  same  business  unit  also  had  a decline  in  its 
annual  service  revenue  from  1992,  due  to 
lower  Medicare  reimbursement  under  the 
government’s  Resource  Base  Relative  Value 
Scale  program. 

Net  losses  of  $7.8  million  for  1993  include  an 
after-tax  loss  of  $8.8  million  related  to 
restructuring  charges,  and  a $200,000  after-tax 
loss  from  the  sale  of  the  Practice  Management 
unit. 


• The  sale  of  the  Practice  Management  business 
unit  resulted  in  a profit  before  tax  of  $3.7 
million  and  taxable  income  of  $10.9  million, 
due  to  nondeductible  goodwill  included  in  the 
assets  sold. 

• After  completing  the  Practice  Management 
sale,  CyCare  recognized  a restructuring  pretax 
charge  of  $1 1.9  million  in  the  fourth  quarter  of 
1993,  which  was  partially  offset  by  a related 
income  tax  benefit  of  $3 . 1 million. 

• Excluding  restructuring  charges  and  the  gain 
on  the  sale  from  the  Practice  Management 
business  unit,  net  income  for  1993  was  $1.2 
million,  compared  to  $1.5  million  in  1992. 

A five-year  financial  summary  follows: 


CyCare  Systems,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

1993 

1992 

1991 

1990 

1989 

Revenue 

$71.1 

$75.6 

$75.4 

$79.4 

$86.2 

• Percent  change  from 

previous  year 

(6%) 

-- 

(5%) 

(8%) 

3% 

Income  (loss)  before  taxes 

$(6.1) 

$2.5 

$1.4 

$(16.7) 

$4.9 

• Percent  change  from 

(a) 

(b) 

previous  year 

(344%) 

79% 

108% 

(440%) 

417% 

Net  income  (loss) 

$(7.8) 

$1.5 

$0.6 

$(11.7) 

$3.1 

• Percent  change  from 

previous  year 

(620%) 

150% 

105% 

(480%) 

534% 

Earnings  (loss)  per  share 

$(1.39) 

$0.27 

$0.11 

$(2.10) 

$0.54 

• Percent  change  from 

previous  year 

(615%) 

145% 

105% 

(489%) 

500% 

(a)  Includes  a restructuring  charge  of  $11.9  million,  and  a profit  before  tax  of  $3. 7 million  associated  with  the 
sale  of  Practice  Management. 


(b)  Includes  write-downs  of  assets  and  established  reserves  totaling  $20.0  million  related  to  a strategic 
redirection  toward  physician-oriented  entities. 
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Net  research  and  development  expenses  were 
approximately  $3.8  million  (5%  of  revenue)  in 
1993,  $2.8  million  (4%  of  revenue)  in  1992 
and  $4.1  million  (5%  of  revenue)  in  1991. 

Interim  Results 

Revenue  for  the  nine  months  ending 
September  30,  1994  was  $39.6  million, 
compared  to  $54.0  million  for  the  same  period 
a year  ago. 

• Results  for  the  prior  year  include  the 
operations  of  the  Practice  Management 
business.  Excluding  revenues  generated  by 
that  business  unit,  system  sales  increased 
22%  and  services  revenues  rose  9%  for  the 
first  nine  months  of  1994,  for  an  overall 
revenue  gain  of  12%. 

• More  importantly,  CyCare’s  net  income  for 
the  first  nine  months  of  1994  more  than 


doubled,  reaching  $2. 1 million,  compared  to 
$1.0  million  for  the  same  period  in  1993. 

Revenue  Analysis  by  Product/Service 

A three-year  summary  of  source  of  revenue  by 
business  unit  is  shown  below. 

Approximately  85%  of  CyCare’s  1993  revenue 
was  derived  from  services,  which  include  on- 
line and  distributed  processing  services, 
systems  operations,  professional  services  and 
relicensing  fees.  Nine  percent  of  revenue  was 
derived  from  hardware/software  for  distributed 
processing  and  turnkey  systems  and 
microcomputer  software  products.  The 
remaining  6%  of  revenue  came  from  interest 
and  other  income. 

A three-year  summary  of  source  of  revenue  by 
product/service  is  shown  on  the  following 
page. 


CyCare  Systems,  Inc. 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1993 

1992 

1991 

Business  Unit 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Group  Practice 

$36.5 

51% 

$39.9 

53% 

$38.1 

51% 

CyData 

11.8 

17% 

10.7 

14% 

9.8 

13% 

Practice  Management  (a) 

20.8 

29% 

26.2 

35% 

27.3 

36% 

Other 

5.2 

7% 

1.7 

2% 

2.6 

3% 

(Eliminations)  (b) 

(3-3) 

(4%) 

(2.9) 

(4%) 

(2.4) 

(3%) 

Total 

$71.0 

100% 

$75.6 

100% 

$75.4 

100% 

(a)  This  business  was  sold  in  November  1993. 

(b)  Reflects  intercompany  electronic  claims  processing  revenue. 
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CyCare  Systems,  Inc. 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1993 

1992 

1991 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Services 

$60.1 

85% 

$64.5 

85% 

$65.4 

87% 

Systems 

6.3 

9% 

10.3 

14% 

9.0 

12% 

Interest  and  other  income  (a) 

4.6 

6% 

0.8 

1% 

1.0 

1% 

Total 

$71.0 

100% 

$75.6 

100% 

$75.4 

100% 

(a)  1993  results  include  a profit  before  tax  of  $3. 7 million  from  the  sale  of  the  Practice  Management 
business. 


Market  Financials 

More  than  96%  of  CyCare’s  revenue  was 
derived  from  the  health  services  industry.  The 
remainder  of  revenue  was  derived  from  various 
laser  printing  and  microfiche  services  provided 
to  other  businesses,  primarily  credit  unions. 

The  CyCare  System  3000  is  targeted  to  group 
practices  and  faculty  practices  with  more  than 
12  physicians. 

SprectraMED  is  targeted  to  group  practices 
with  12  or  fewer  physicians  and  solo 
practioners,  representing  approximately 
100,000  buying  entities. 

Geographic  Markets 

Virtually  all  of  CyCare’s  1993  revenue  was 
from  the  U.S.  Less  than  1%  of  total  revenue 
was  from  Canada. 

CyCare’s  3,200  customers  are  located  in  50 
states  and  three  Canadian  provinces. 

Divestitures 

In  November  1993,  CyCare  sold  its  Practice 
Management  business  unit  to  Medaphis 


Corporation  for  $24. 1 million.  Practice 
Management,  with  approximately  600 
employees,  provided  processing  and  practice 
management  consulting  services  to  hospital- 
based  and  medical  school-based  physicians. 
The  client  base  consisted  primarily  of 
radiologists,  anesthesiologists  and  emergency 
room  physicians. 

Employees 

As  of  February  28,  1994,  CyCare  had  429 
employees,  segmented  as  follows: 


Sales  representatives 17 

Installation  and  support 124 

Systems  analysts  and  programmers  ...  108 
Administrative,  operations 
and  clerical 180 


429 

CyCare  currently  has  466  employees. 

Key  Products  and  Services 

The  following  discussion  will  focus  on 
CyCare’s  products  and  services  by  business 
unit. 
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Group  Practice 

CyCare’s  business  was  founded  in  the  group 
practice  marketplace.  This  business  unit,  with 
more  than  2,800  clients,  provides  on-line  and 
distributed  processing  services,  tumkey/in- 
house  systems  and  systems  operations  services 
to  physicians,  physican  group  practices,  faculty 
practice  plans  and  medical  enterprises. 

Revenue  for  the  unit  was  $36.5  million  in 
1993,  with  83%  recurring  revenue. 

Applications  supported  include  patient 
information  and  registration,  patient 
appointment  scheduling,  business  office 
management,  prepaid  managed  care,  electronic 
medical  records,  EDI  and  financial  and 
administrative  products. 

Tumkey/in-house  systems  currently  marketed 
by  CyCare  include  the  following: 

• CS3000  is  CyCare’s  new  product — a UNIX- 
based  client/server  practice  management 
system  for  HP  9000  Series  800  computers 
targeted  to  group  practices,  health  care 
enterprises  and  faculty  practice  plans  with 
more  than  12  physicians.  The  system 
combines  mainstream  productivity  tools, 
such  as  word  processing,  electronic  mail  and 
financial  spreadsheets,  with  management 
systems  that  include  patient  care,  prepaid 
managed  care  and  financial  and 
administrative  functions.  There  are  currently 
30  CS3000  clients. 

Systems  operations  services  are  currently 
provided  to  one  client.  The  company  is 
working  to  expand  its  outsourcing  client  base. 

SpectraMED,  introduced  in  1994,  is  a 
Windows-based  practice  management  and 
patient  care  software  product  targeted  to  small 
practices  (12  or  less  physicians).  Features 


include  electronic  medical  records  and  live 
audio  and  video  records  that  can  be  stored  in 
the  SpectraMED  patient  file.  There  are  more 
than  200  sales  of  the  product  with  expectations 
of  nearly  300  sales  by  year  end. 

The  group’s  pricing  strategy — Living 
Software — shifts  a portion  of  the  initial 
software  license  fee  into  recurring  revenue 
over  the  life  of  the  contract.  Clients  generally 
sign  license  agreements  for  continuing 
software  use,  support  and  enhancements  for  a 
period  of  three  to  five  years. 

CyCare  no  longer  actively  markets,  but 
continues  to  support  the  Medicalis  and 
Dentalis  PC  software  products,  as  well  as  the 
C250,  300/350  and  700/900  products. 

CyData,  Inc. 

CyData  provides  electronic  claims  processing 
and  ancillary  services  to  more  than  400  clients 
in  the  health  services  industry.  CyData 
generated  1993  revenue  of  $1 1.8  million 
(including  $3.3  million  in  intercompany 
revenue).  These  revenues  were  1 00% 
recurring  in  1993. 

CyData’ s electronic  claims  processing  services 
include  the  following: 

• CyCare  customers  electronically  transmit  all 
insurance  claims  in  a single,  common  data 
format  from  their  billing  system  to  CyData’ s 
clearinghouse.  CyData  then  edits  the  data, 
reformats  it  to  meet  specific  insurance  carrier 
requirements  and  submits  it  electronically  to 
the  carriers  for  reimbursement. 

• CyData  offers  more  than  420  electronic 
formats  to  payors.  The  clearinghouse  is 
currently  formating,  editing  and  processing 
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more  than  3.5  million  physician  claims  per 
month. 

• CyData  will  expand  its  EDI  capabilities  in 
1994  to  include  on-line  eligibility 
verification,  claims  status  checking,  referral 
authorization,  lab  order  and  results 
reporting,  credit  card/check  authorization 
and  electronic  mail. 

Distribution  services  provided  by  CyData 
include  laser  printing,  microfiche  and  mailing 
services,  which  are  provided  primarily  to  the 
health  care  industry. 

Support  Services 

CyCare  provides  installation  or  conversion  and 
ongoing  support  services  to  its  clients. 
Customer  programming  is  generally  provided 
on  a time-and-materials  basis. 

Initial  training  on  the  use  of  a system  is 
generally  included  in  the  cost  of  the  system. 
CyCare  also  provides  continuing  classes  to 
update  and  train  new  customer  personnel  at 
regional  training  facilities. 

Marketing  and  Sales 

CyCare  markets  its  C S3 000  and  CyData 
products  and  services  through  sales 
representatives  located  in  offices  throughout 
the  U S. 

SpectraMED  is  marketed  through  a 
nationwide  network  of  more  than  100 
independent  dealers. 

• In  early  1994,  Control-O-Fax  Corporation, 
which  specializes  in  health  care  business 
solutions,  signed  an  agreement  to  distribute 
150  units  of  SpectraMED  yearly. 


• Other  dealers  include  CYMA  Systems 
(based  in  Tempe,  A Z)  and  MedWorld  (Lake 
Mary,  FL). 

Alliances 

CyCare  has  value-added  agreements  with 
IBM,  Bull  and  Hewlett-Packard  to  purchase 
equipment  for  resale  to  its  customers. 

In  order  to  provide  a broader  range  of  services 
to  physicians  and  medical  groups,  CyCare  has 
obtained  remarketing  and  licensing  agreements 
wtih  other  software  vendors  for  general 
finance  and  other  applications.  CyCare  has 
such  agreements  with  Medicode,  Inc., 
Medirisk,  Inc.  and  SoftMed/IHS. 

Competitors 

CS3000  competitors  include  EDX,  SMS, 

Medic  and  First  Data  Corporation. 

SpectraMED  competitors  include  Medical 
Manager,  Wallaby  and  Versyss. 

CyData  competitors  include  EDS,  NEIC,  CHN 
and  Envoy. 

Assessment 

CyCare’ s strengths  include  a focused 
corporate  direction  on  physician  entities, 
strong  product  direction  with  its  new  CS3000 
and  SpectraMED  products  and  nationally 
recognized  EDI  capabilities  via  CyData 

The  company’s  primary  challenge  over  the 
coming  year  is  to  successfully  install  CS3000 
and  SpectraMED  systems  for  new  clients. 
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CYCARE  SYSTEMS,  INC. 

7001  North  Scottsdale  Road 
Suite  1000 

Scottsdale,  A Z 85253-3628 
(602)  596-4300 


Jim  H.  Houtz,  Chairman  and  CEO 
Raymond  R.  Maturi,  President  and  COO 
Public  Corporation,  NYSE 
Total  Employees:  1,131  (12/91) 

Total  Revenue,  Fiscal  Year  End 
12/31/91:  $75,444,000 


The  Company  CyCare  Systems,  Inc.,  incorporated  in  1969,  provides  processing 

services,  turnkey  systems,  facilities  management  (systems 
operations),  and  professional  services  to  over  4,800  clients  in  the 
health  care  industry,  physicians,  dentists,  medical  group  practices, 
and  medical  schools. 

CyCare's  strategic  plan  includes  a goal  to  stress  recurring  revenues 
through  its  pricing  and  product  strategies.  Since  1985,  service 
revenues  have  exceeded  systems  sales.  In  1991,  recurring  revenue 
represented  87%  of  total  revenue,  versus  82%  of  total  revenue  in 
1990. 

During  the  second  quarter  of  1990,  CyCare  announced  its  plan  to 
concentrate  its  efforts  on  physician-oriented  entities.  As  a result  of 
the  company's  strategic  redirection,  a decision  was  made  to  write  off 
and/or  establish  reserves  for  product  lines  being  eliminated,  as  well 
as  inventories  and  facilities  relating  to  such  products. 

• Write-offs  of  $20.9  million  were  charged  to  1990  results,  which 
were  partially  offset  by  a related  income  tax  benefit  of  $6.1 
million. 

• As  part  of  the  restructuring,  CyCare  consolidated  certain 
business  units  and  discontinued  the  active  marketing  of  certain 
product  lines  offered  through  its  Managed  Care  and  Hospital 
business  units. 

CyCare's  1991  revenue  was  $75.4  million,  a 5%  decrease  from  1990 
revenue  of  $79.4  million.  Net  income  reached  $612,000,  compared 
to  net  losses  of  $11.7  million  in  1990,  which  include  pretax  charges 
of  $20.9  million  associated  with  the  restructuring  discussed  above. 

A five-year  financial  summary  follows: 
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CYCARE  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1991 

1990 

1989 

1988 

1987 

Revenue 

• Percent  increase 

$75.4 

$79.4 

$86.2 

$83.7 

$67.7 

(decrease)  from 
previous  year 

(5%) 

(8%) 

3% 

24% 

18% 

Income  (loss)  before  taxes 
• Percent  increase 

$1.4 

$(16.7) 

$4.9 

$0.9 

$3.8 

(decrease)  from 
previous  year 

108% 

(440%) 

417% 

(75%) 

(25%) 

Net  income  (loss) 

• Percent  increase 

$0.6 

$(11.7) 

(a) 

$3.1 

$0.5 

$3.8 

(decrease)  from 

previous  year 

105% 

(480%) 

534% 

(87%) 

31% 

Earnings  (loss)  per  share 
• Percent  increase 

$0.11 

$(2.10) 

$0.54 

$0.09 

$0.70 

(decrease)  from 
previous  year 

105% 

(489%) 

500% 

(87%) 

27% 

(a)  Excluding  restructuring  charges,  net  income  for  1990  would  have  been  $2. 7 million. 


CyCare's  1991  financial  perforamnce  was  below  expectations  as  a 
result  of  slower  than  anticipated  revenue  growth.  A late  release  of 
a UNIX-based  physician/dental  product  and  the  company's  new 
pricing  strategy  had  unfavorable  impacts  on  revenue  growth. 

• CyCare's  new  pricing  stategy,  Living  Software,  shifts  a portion  of 
the  up-front  software  revenues  into  recurring  software  license 
renewal  fees  over  the  life  of  the  contract.  Consequently,  this 
strategy  had  the  effect  of  lowering  one-time  sales  revenue  in  1991 
by  approximately  $1  million,  as  well  as  decreasing  overall  systems 
sales  margins.  Systems  sale  margins  were  34%  in  1991  compared 
to  43%  in  1990. 

• Services  revenue  improved  slightly  due  primarily  to  growth  in  the 
Practice  Management  business. 

• Research  and  development  expenses  after  capitalization  were 
$4.1  million  (5%  of  revenue)  in  1991,  $2.9  million  (4%  of 
revenue)  in  1990,  and  $2.8  million  (3%  of  revenue)  in  1989. 

Revenue  for  the  three  months  ending  March  31,  1992  was  $19.3 
million,  a 2%  increase  over  $18.9  million  for  the  same  period  in 
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1991.  Net  income  was  $327,000,  compared  to  $432,000,  for  the 

same  period  a year  ago. 

CyCare  is  currently  organized  into  three  corporate  and  three 

business  units  as  follows: 

• Three  corporate  units  consolidate  corporate  support  services  and 
include:  Finance  and  Administration;  Marketing;  and  Technical 
Services  and  Development  (TSD). 

- TSD  provides  support  for  product  research  and  development, 
technical  support,  customer  support,  and  processing  services. 
TSD  is  also  responsible  for  CyCare's  national  data  processing 
and  distribution  center. 

- Data/Claims  Clearing  Services,  headquartered  in  Scottsdale 
(AZ),  provides  various  processing  services,  including  an 
insurance  claims  clearinghouse,  a national  coordination  of 
benefits  service,  laser  printing,  microfiche,  and  mailing 
services. 

• The  Group  Practice  business  unit,  headquartered  in  Scottsdale, 
provides  processing  services,  turnkey  systems,  and  systems 
operations  services  to  the  16-plus  physician  group  practice  and 
faculty  practice  market.  Regional  offices  are  located  in  Atlanta, 
Arlington  Heights  (IL),  and  San  Diego  (CA).  During  1990, 
CyCare's  former  Hospital  and  Managed  Care  business  units  were 
reorganized  and  consolidated  into  the  Group  Practice  business 
unit. 

• The  Practice  Management  business  unit,  headquartered  in  Mt. 
Clemens  (MI),  provides  processing,  consulting,  and  collection 
management  services  to  hospital-affiliated  practice  plans,  faculty 
practice  plans,  and  hospital-based  physicians.  Regional  offices 
are  located  in  East  Meadow  (NY)  and  Houston  (TX). 

• The  Physician  & Dental  Services  business  unit,  headquartered  in 
Scottsdale,  provides  processing  services  and  turnkey  systems  to 
medical  practices  with  one  to  15  physicians  and  dentists.  Branch 
offices  are  located  in  Arlington  Heights  (IL)  and  Woodland  Hills 
(CA). 

- The  Software  Publishing  unit,  headquartered  in  Scottsdale, 
provides  applications  software  products  for  physician  and 
dental  groups  of  one  to  five  practitioners. 

A three-year  summary  of  source  of  revenue  by  business  unit  follows: 
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CYCARE  SYSTEMS,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1991 

1990 

1989 

BUSINESS  UNIT 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Group  Practice 

. $26.9 

36% 

$30.5 

38% 

$34.9 

40% 

Practice  Management 

27.3 

36% 

25.4 

32% 

25.6 

30% 

Physician  & Dental 
Services  (a) 

11.2 

15% 

13.3 

17% 

16.7 

19% 

Data/Claims  Clearing 

8.1 

11% 

8.0 

10% 

7.3 

9% 

Interest  and  other 

1.9 

2% 

2.2 

3% 

1.7 

2% 

TOTAL 

$75.4 

100% 

$79.4 

100% 

$86.2 

100% 

(a)  Includes  revenue  of  $1.6  million,  $1.8  million,  and  $1.9  million  in  1991,  1990,  and  1989, 
respectively,  from  Software  Publishing. 


Approximately  87%  of  CyCare's  1991  revenue  was  derived  from 
services,  which  include:  batch,  remote  batch,  on-line,  and 
distributed  processing  services;  systems  operations;  and  professional 
services.  Twelve  percent  of  revenue  was  derived  from 
hardware/software  for  distributed  processing  and  turnkey  systems, 
and  microcomputer  software  products.  The  remaining  1%  of 
revenue  was  derived  from  interest  and  other  income.  A three-year 
summary  of  source  of  revenue  follows: 


CYCARE  SYSTEMS,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1991 

1990 

1989 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Services 

$65.4 

87% 

$65.2 

82% 

$68.0 

79% 

Systems 

9.0 

12% 

12.5 

16% 

16.5 

19% 

Interest  and  other 

1.0 

1% 

1.7 

2% 

1.7 

2% 

TOTAL 

$75.4 

100% 

$79.4 

100% 

$86.2 

100% 

Key  Products  and 
Services 
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The  following  discussion  will  focus  on  CyCare's  products  and 
services  by  business  unit. 

Group  Practice: 

CyCare's  business  was  founded  in  the  group  practice  marketplace. 
This  business  unit,  with  over  180  clients,  provides  batch,  remote 
batch,  shared  (on-line),  and  distributed  processing  services;  turnkey 
systems;  and  systems  operations  services  to  the  16-plus  physician 
group  practice  and  faculty  practice  market. 

• Applications  supported  include  medical  billing  and  insurance 
claim  processing,  patient  information  and  registration,  patient 
appointment  scheduling,  financial  and  administrative  products, 
prepaid  health  care,  and  third-party  management. 

• The  most  common  delivery  system  within  this  client  base  is 
distributed  processing.  Clients  perform  processing  on  their  own 
computers  using  CyCare  software,  whereas  bills  and  insurance 
statements  are  processed  and  distributed  by  mail  or 
electronically  through  CyCare's  Corporate  Information  Center. 
Distributed  systems  available  include  the  following: 

- C250,  based  on  Bull  DPS  6 minicomputers,  is  designed  for 
intermediate-sized  group  practices. 

- C350  incorporates  claims  clearing. 

- C450,  based  on  Bull  DPS  6 minicomputers,  is  designed  for 
faculty  practice  plans  of  medical  schools. 

• Turnkey  systems  include  the  following: 

- C300,  based  on  the  Bull  DPS  6 minicomputer,  is  designed  for 
intermediate-sized  group  practices. 

- C400,  based  on  Bull  DPS  6 minicomputers,  is  designed  for 
faculty  practice  plans  of  medical  schools. 

- C900,  based  on  IBM  mainframes,  is  targeted  to  very  large 
health  care  providers.  An  MVS  version  supports  over  2,000 
terminals,  while  a VSE  version  supports  up  to  350  terminals. 

This  group's  new  pricing  stategy,  Living  Software,  shifts  a portion  of 
the  up-front  software  revenues  into  recurring  software  license 
renewal  fees  over  the  life  of  the  contract. 
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Practice  Management: 

This  business  unit,  with  over  325  clients,  provides  batch  and  on-line 
processing  and  consulting  services  to  hospital-based  and  medical 
school-based  physicians.  The  client  base  consists  primarily  of 
radiologists,  anesthesiologists,  and  emergency  room  physicians. 

• Practice  Management  accepts  responsibility  for  the  entire 
business  office  management,  procedure  and  diagnostic  coding, 
complete  billing  and  insurance  claims  processing,  complete 
accounts  receivable  managment,  and  consulting  services. 

Physician  & Dental  Services: 

This  unit  provides  batch,  remote  batch,  on-line  and  distributed 
processing  services  and  microcomputer-based  turnkey  systems  to 
medical  practices  of  from  one  to  fifteen  physicians  and  dentists. 

• Of  Physician  & Dental's  almost  4,000  clients,  the  majority  are 
served  through  the  Software  Publishing  division. 

• The  software  applications  offered  to  this  market  are  the  same  as 
those  offered  in  the  Group  Practice  market. 

Systems  currently  marketed  include  the  following: 

• Practice  Maximizer,  announced  in  October  1991,  is  designed  for 
small-to-intermediate-sized  physician  offices.  The  system 
includes  electronic  claims  clearinghouse  capabilities  and  runs  on 
HP  9000  hardware  under  UNIX. 

• The  C150  Distributed  Medical  Computer  System  is  based  on 
IBM  microcomputers  or  Bull  XPS-100  Series  minicomputers. 
C150  is  designed  to  handle  daily  record  processing  in-house, 
while  statement  and  insurance  processing  is  generated  at 
CyCare's  data  center. 

. C74  is  an  on-line  timesharing  system. 

Software  Publishing  currently  markets  the  Medicalis  and  Dentalis 
microcomputer  software  products  to  the  l-to-5  physician  and  dental 
marketplaces,  respectively. 

• There  are  currently  over  3,500  installations  of  the  software, 
which  is  distributed  through  a network  of  over  100  dealers  in  50 
states. 
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Geographic 
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Computer 

Hardware 


• During  1991,  electronic  claims  processing  capabilities  were 
added  to  the  Medicalis  product. 

Data/Claims  Clearing: 

Data/Claims  Clearing,  with  1991  revenue  of  $8.1  million  and  over 

390  clients,  offers  the  following  services  to  certain  target  markets: 

• Distribution  Services,  which  include  laser  printing,  microfiche, 
and  mailing  services,  are  provided  primarily  to  credit  unions. 

• Claims  processing  includes  an  insurance  claims  clearinghouse 
and  a National  Coordination  of  Benefits  Service  data  base. 
CyCare's  electronic  claims  processing  system  allows  clients  to 
submit  Medicare,  Medicaid,  Blue  Cross/Blue  Shield,  and 
commercial  carrier  claims  to  CyCare  in  a common  format. 
These  claims  are  then  edited  and  reformatted  to  carrier 
specifications  and  submitted  directly  to  the  carrier  electronically 
or  on  paper.  During  1991,  this  system  processed  20  million 
physicians'  claims. 


Over  92%  of  CyCare's  1991  revenue  was  derived  from  the  health 
care  industry.  The  remainder  of  revenue  was  derived  from 
Data/Claims  Clearing  services  provided  to  credit  unions  and  other 
commercial  businesses. 


Virtually  all  of  CyCare's  1991  revenue  was  derived  from  the  U.S. 
Less  than  1%  of  total  revenue  was  derived  from  Canada. 

CyCare's  approximately  4,800  clients  are  located  in  50  states  and 
four  Canadian  provinces. 


CyCare's  Corporate  Information  Center,  located  in  Dubuque  (IA), 
has  the  following  computers  installed: 

• 5 IBM  4300  Series  systems 

• 1 IBM  3084 

• Bull  Level  6s,  GCOS 

CyCare  supplies  its  processing  services  through  a nationwide  data 
communications  network  consisting  of  leased  and  WATS  telephone 
lines. 
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COMPANY  PROFILE 


CYCARE  SYSTEMS,  INC.  Jim  H.  Houtz,  Chairman  and  CEO 

4343  East  Camelback  Road  Raymond  R.  Maturi,  President  and  COO 


Suite  320 

Phoenix,  AZ  85018 
(602)  952-5300 

Public  Corporation,  NYSE 
Total  Employees:  1,188 
Total  Revenue,  Fiscal  Year  End 
12/31/90:  $79,429,000 

The  Company 

CyCare  Systems,  Inc.,  incorporated  in  1969,  provides  processing 
services,  turnkey  systems,  facilities  management  (systems 
operations),  and  professional  services  to  over  4,800  clients  in  the 
health  care  industry,  including  medical  group  practices,  physicians, 
dentists,  and  hospital-based  physicians. 

c 

CyCare's  strategic  plan  includes  a goal  to  stress  recurring  revenues 
through  its  pricing  and  product  strategies.  Since  1985,  service 
revenues  have  exceeded  systems  sales.  In  1990,  recurring  revenue 
represented  82%  of  total  revenue,  versus  79%  of  total  revenue  in 
1989. 

During  the  second  quarter  of  1990,  CyCare  announced  its  plan  to 
concentrate  its  efforts  on  physician-oriented  entities. 

• As  a result  of  the  company's  strategic  redirection,  a decision  was 
made  to  write  off  and/or  establish  reserves  for  product  lines 
being  eliminated,  as  well  as  inventories  and  facilities  relating  to 
such  products. 

• Write-offs  of  $20.9  million  were  charged  to  1990  results,  which 
were  partially  offset  by  a related  income  tax  benefit  of  $6.1 
million. 

• As  part  of  the  restructuring,  CyCare  consolidated  certain 
business  units  and  discontinued  the  active  marketing  of  certain 
product  lines  offered  through  its  Managed  Care  and  Hospital 
business  units. 

c 

CyCare's  1990  revenue  was  $79.4  million,  an  8%  decrease  from 
1989  revenue  of  $86.2  million.  Net  losses  of  $11.7  million  for  1990 
include  pretax  charges  of  $20.9  million  associated  with  the 
restructuring  discussed  above.  A five-year  financial  summary 
follows: 
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CYCARE  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1990 

1989 

1988 

1987 

1986 

Revenue 

• Percent  increase 
(decrease)  from 

$79.4 

$86.2 

$83.7 

$67.7 

$57.2 

previous  year 

(8%) 

3% 

24% 

18% 

18% 

Income  (loss)  before  taxes 
• Percent  increase 
(decrease)  from 

$(16.7) 

$4.9 

$0.9 

$3.8 

$5.1 

previous  year 

(440%) 

417% 

(75%) 

(25%) 

(6%) 

Net  income  (loss) 

• Percent  increase 
(decrease)  from 

$(11.7) 

(a) 

$3.1 

$0.5 

$3.8 

(b) 

$2.9 

previous  year 

(480%) 

534% 

(87%) 

31% 

(8%) 

Earnings  (loss)  per  share 
• Percent  increase 
(decrease)  from 

$(2.10) 

$0.54 

$0.09 

$0.70 

$0.55 

previous  year 

(489%) 

500% 

(87%) 

27% 

(18%) 

(a)  Excluding  restructuring  charges,  net  income  for  1990  would  have  been  $2. 7 million. 


(b)  Includes  a positive  cumulative  effect  from  a change  in  accounting  for  income  taxes  of 
approximately  $1.5  million  or  $0.27  per  share. 


CyCare  management  attributes  1990  results  to  the  following: 

• Systems  sales  declined  25%  due  to  the  increased  cost 
containment  efforts  of  customers,  as  well  as  decreases  in 
discretionary  income  within  the  medical  industry. 

• Services  revenue  declined  4%,  partially  due  to  product  line 
consolidations  in  the  Physician  and  Dental  business  unit.  CyCare 
consolidated  and  discontinued  several  similar  product  lines 
obtained  through  acquisitions,  which  resulted  in  planned 
attrition.  Although  these  consolidations  reduced  revenues, 
margins  within  this  business  unit  improved. 

• Research  and  development  expenses  after  capitalization  were 
$2.9  million  in  1990,  $2.8  million  in  1989,  and  $3.2  million  during 
1988. 

Revenue  for  the  three  months  ending  March  31,  1991  was  $18.9 

million,  compared  to  $20.4  million  for  the  same  period  in  1990.  Net 
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income  was  $432,000,  compared  to  $779,000  for  the  same  period  a 

year  ago. 

• Service  revenues  improved  over  the  prior  year's  first  quarter  due 
primarily  to  growth  in  the  Practice  Management  business  unit. 

• System  sales  were  down  36%.  CyCare  has  implemented  new 
programs  to  improve  sales,  including  an  expanded  sales  force  and 
new  products  scheduled  for  release  during  the  second  quarter. 

CyCare  is  currently  organized  into  three  corporate  and  three 

business  units  as  follows: 

• Three  corporate  units  consolidate  corporate  support  services  and 
include:  Finance  and  Administration;  Marketing;  and  Technical 
Services  and  Development  (TSD). 

- TSD  provides  support  with  product  research  and 
development,  technical  support,  customer  support,  and 
processing  services.  TSD  is  also  responsible  for  CyCare's 
national  data  processing  and  distribution  center  and 
Data/Claims  Clearing  Services. 

- Data/Claims  Clearing  Services,  headquartered  in  Dubuque 
(IA),  provides  various  processing  services,  including  an 
insurance  claims  clearinghouse,  a national  coordination  of 
benefits  service,  laser  printing,  microfiche,  and  mailing 
services. 

• The  Group  Practice  business  unit,  headquartered  in  Phoenix, 
provides  processing  services,  turnkey  systems,  and  systems 
operations  services  to  the  16-plus-physician  group  practice  and 
faculty  practice  market.  Regional  offices  are  located  in  Atlanta, 
Arlington  Heights  (IL),  and  San  Diego  (CA).  During  1990, 
CyCare's  former  Hospital  and  Managed  Care  business  units  were 
reorganized  and  consolidated  into  the  Group  Practice  business 
unit. 

• The  Practice  Management  business  unit,  headquartered  in  Mt. 
Clemens  (MI),  provides  processing,  consulting,  and  collection 
management  services  to  hospital-affiliated  practice  plans,  faculty 
practice  plans,  and  hospital-based  physicians.  Regional  offices 
are  located  in  East  Meadow  (NY),  Houston  (TX),  and  San 
Antonio  (TX). 

• The  Physician  & Dental  Services  business  unit,  headquartered  in 
Phoenix,  provides  processing  services  and  turnkey  systems  to 
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medical  practices  with  one  to  15  physicians  and  dentists.  Branch 
offices  are  located  in  Arlington  Heights  (IL)  and  Woodland  Hills 
(CA). 

- The  Software  Publishing  unit,  headquartered  in  Phoenix, 
provides  application  software  products  for  one-to-five 
physician  and  dental  groups. 

A two-year  summary  of  source  of  revenue  by  business  unit  follows: 


CYCARE  SYSTEMS,  INC. 
TWO-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1990 

1989 

BUSINESS  UNIT 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Group  Practice 

$30.5 

38% 

$34.9 

40% 

Practice  Management 

25.4 

32% 

25.6 

30% 

Physician  & Dental 
Services  (a) 

13.3 

17% 

16.7 

19% 

Data/Claims  Clearing 

8.5 

11% 

7.3 

9% 

Interest  and  other 

1.7 

2% 

1.7 

2% 

TOTAL 

$79.4 

100% 

$86.2 

1 00% 

(a)  Includes  revenue  of  $1.8  million  in  1990  and  $1.9  million  in  1989  from  Software  Publishing. 


Key  Products  and  Approximately  82%  of  CyCare's  1990  revenue  was  derived  from 
Services  services,  which  include:  batch,  remote  batch,  on-line,  and 

distributed  processing  services;  systems  operations;  and  professional 
services.  Nineteen  percent  of  revenue  was  derived  from 
hardware/software  for  distributed  processing  and  turnkey  systems, 
and  microcomputer  software  products.  The  remaining  2%  of 
revenue  was  derived  from  interest  and  other  income.  A three-year 
summary  of  source  of  revenue  follows: 
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CYCARE  SYSTEMS,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1990 

1989 

1988 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Services 

$65.2 

82% 

$68.0 

79% 

$66.8 

80% 

Systems 

12.5 

16% 

16.5 

19% 

16.0 

19% 

Interest  and  other 

1.7 

2% 

1.7 

2% 

0.9 

1% 

TOTAL 

$79.4 

100% 

$86.2 

100% 

$83.7 

100% 

The  following  discussion  will  focus  on  CyCare's  products  and 
services  by  business  unit. 

Group  Practice: 

CyCare's  business  was  founded  in  the  group  practice  marketplace. 
This  business  unit,  with  over  276  clients,  provides  batch,  remote 
batch,  shared  (on-line),  and  distributed  processing  services;  turnkey 
systems;  and  systems  operations  services  to  the  16-plus  physician 
group  practice  and  faculty  practice  market. 

• Applications  supported  include  medical  billing  and  insurance 
claim  processing,  patient  information  and  registration,  patient 
appointment  scheduling,  financial  and  administrative  products, 
prepaid  health  care,  and  third-party  management. 

• The  most  common  delivery  system  within  this  client  base  is 
distributed  processing.  Clients  perform  processing  on  their  own 
computers  using  CyCare  software,  whereas  bills  and  insurance 
statements  are  processed  and  distributed  by  mail  or 
electronically  through  CyCare's  Corporate  Information  Center. 
Distributed  systems  available  include  the  following: 

- C250,  based  on  Bull  DPS  6 minicomputers,  is  designed  for 
intermediate-sized  group  practices. 

- C350  incorporates  claims  clearing. 

- C450,  based  on  Bull  DPS  6 minicomputers,  is  designed  for 
faculty  practice  plans  of  medical  schools. 
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• Turnkey  systems  include  the  following: 

- C300,  based  on  the  Bull  DPS  6 minicomputer,  is  designed  for 
intermediate-sized  group  practices. 

- C400,  based  on  Bull  DPS  6 minicomputers,  is  designed  for 
faculty  practice  plans  of  medical  schools. 

- C900,  based  on  IBM  mainframes,  is  targeted  to  very  large 
health  care  providers.  An  MVS  version  supports  over  2,000 
terminals,  while  a VSE  version  supports  up  to  350  terminals. 

C2000  is  an  IBM-mainframe-based  system  that  provides  data 
sharing  between  hospitals  and  outlying  clinics.  To  date,  one 
contract  has  been  signed  for  the  installation  of  this  product. 

Practice  Management: 

This  business  unit,  with  over  325  clients,  provides  batch  and  on-line 
processing  and  consulting  services  to  hospital-based  and  medical 
school-based  physicians.  The  client  base  consists  primarily  of 
radiologists,  anesthesiologists,  and  emergency  room  physicians. 

• Practice  Management  accepts  responsibility  for  the  entire 
business  office  management,  procedure  and  diagnostic  coding, 
complete  billing  and  insurance  claims  processing,  complete 
accounts  receivable  managment,  and  consulting  services. 

Physician  & Dental  Services: 

This  unit  provides  batch,  remote  batch,  on-line  and  distributed 
processing  services  and  microcomputer-based  turnkey  systems  to 
medical  practices  of  from  one  to  fifteen  physicians  and  dentists. 

• Of  Physician  & Dental's  almost  4,000  clients,  the  majority  are 
served  through  the  Software  Publishing  division. 

• The  software  applications  offered  to  this  market  are  the  same  as 
those  offered  in  the  Group  Practice  market. 

Systems  currently  marketed  include  the  following: 

• The  C1550  product,  introduced  in  1990,  is  a UNIX-based 
distributed  processing  system  that  provides  software  applications 
similar  to  those  offered  in  the  Group  Practice  market. 

• The  C150  Distributed  Medical  Computer  System  is  based  on 
IBM  microcomputers  or  Bull  XPS-100  Series  minicomputers. 
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C150  is  designed  to  handle  daily  record  processing  in-house, 
while  statement  and  insurance  processing  is  generated  at 
CyCare's  data  center. 

. C74  is  an  on-line  timesharing  system. 

Software  Publishing  currently  markets  the  Medicalis  and  Dentalis 

microcomputer  software  products  to  the  l-to-5  physician  and  dental 

marketplaces,  respectively. 

• There  are  currently  over  3,000  installations  of  the  software, 
which  is  distributed  through  a network  of  over  100  dealers  in  50 
states. 

Data/Claims  Clearing: 

Data/Claims  Clearing,  with  1990  revenue  of  $8  million  and  over 

330  clients,  offers  the  following  services  to  certain  target  markets: 

• Distribution  Services,  which  include  laser  printing,  microfiche, 
and  mailing  services,  are  provided  primarily  to  credit  unions. 

• Claims  processing  includes  an  insurance  claims  clearinghouse 
and  a National  Coordination  of  Benefits  Service  data  base. 
CyCare's  electronic  claims  processing  system  allows  clients  to 
submit  Medicare,  Medicaid,  Blue  Cross/Blue  Shield,  and 
commercial  carrier  claims  to  CyCare  in  a common  format. 

These  claims  are  then  edited  and  reformatted  to  carrier 
specifications  and  submitted  directly  to  the  carrier  electronically 
or  on  paper. 


Over  95%  of  CyCare's  1990  revenue  was  derived  from  the  health 
care  industry.  The  remainder  of  revenue  was  derived  from 
Data/Claims  Clearing  services  provided  to  credit  unions  and  other 
commercial  businesses. 


Virtually  all  of  CyCare's  1990  revenue  was  derived  from  the  U.S. 
Less  than  1%  of  total  revenue  was  derived  from  Canada. 

CyCare's  approximately  4,800  clients  are  located  in  50  states  and 
four  Canadian  provinces. 
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CyCare's  Corporate  Information  Center,  located  in  Dubuque  (IA), 
has  the  following  computers  installed: 

• 5 IBM  4300  Series  systems 

• 1 IBM  3084 

• Bull  Level  6s,  GCOS 

CyCare  supplies  its  processing  services  through  a nationwide  data 
communications  network  consisting  of  leased  and  WATS  telephone 
lines. 
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COMPANY  PROFILE 


CYCARE  SYSTEMS,  INC. 

4343  East  Camelback  Road 
Suite  320 

Phoenix,  AZ  85018 
(602)  952-5300 


Jim  H.  Houtz,  Chairman  and  CEO 
James  D.  Dyer,  President  and  COO 
Public  Corporation,  NYSE 
Total  Employees:  1,445 
Total  Revenue,  Fiscal  Year  End 
12/31/88:  $83,734,000 


The  Company  CyCare  Systems,  Inc.,  incorporated  in  1969,  provides  processing 

services,  turnkey  systems,  facilities  management  (systems 
operations),  and  professional  services  to  over  5,500  clients  in  the 
health  care  industry,  including  physicians,  dentists,  medical  group 
practices,  medical  schools,  hospitals,  and  managed  care 
organizations. 

CyCare's  strategic  plan  includes  a goal  to  stress  recurring  revenues 
through  acquisitions  and  in  its  pricing  and  product  strategies. 

Since  1985,  service  revenues  have  exceeded  systems  sales.  In 
keeping  with  that  acquisition  strategy,  the  company  acquired 
practice  management  operations,  offered  primarily  to  hospital- 
based  physicians,  in  1984  and  1986,  and  acquired  Databill,  Inc.  in 
1988,  all  of  which  have  products  and  services  which  are  recurring 
in  nature. 

During  1988,  CyCare  expanded  its  business  with  the  following 
acquisitions: 

• In  February  1988,  CyCare  made  its  largest  acquisition  to  date: 
The  company  acquired  Databill,  Inc.,  a wholly-owned  subsidiary 
of  American  Physicians  Services  Group,  Inc.,  for  approximately 
$12.6  million  in  cash  and  notes,  an  additional  contingent 
payment  of  $1.2  million,  and  a warrant  exercisable  in  July  1989 
for  up  to  200,000  shares  of  CyCare  stock  at  $6.81  per  share. 

- Databill  provides  batch  and  on-line  services  and  systems  in 
the  one-to-five  physician  marketplace. 

- The  operations  of  Databill  have  been  merged  into  CyCare's 
Practice  Management  business  unit. 

• In  July  1988,  CyCare  acquired  Articulate  Publications,  Inc.  of 
Los  Angeles  for  $1  million  plus  additional  contingent  payments 
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of  up  to  $1.9  million  based  on  future  performance.  The 
acquisition  was  accounted  for  as  a purchase. 

- Articulate  Publications  is  a publisher/distributor  of 
microcomputer  software  in  the  l-to-5  physician  and  dental 
marketplace. 

- Articulate  Publications  contributed  $860,000  to  CyCare's 
1988  revenue  (for  the  period  July  15,  1988  through 
December  31,  1988). 

- Articulate  Publications  now  operates  as  CyCare's  Software 
Publishing  business  unit. 

CyCare's  1988  revenue  reached  $83.7  million,  a 24%  increase  over 
1987  revenue  of  $67.7  million.  Net  income  was  $486,000, 
compared  to  net  income  of  $3.8  million  for  1987.  A five-year 
financial  summary  follows: 

CYCARE  SYSTEMS,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1988 

1987 

1986 

1985 

1984 

Revenue 

• Percent  increase 

$83,734 

$67,718 

$57,186 

$48,585 

$40,074 

from  previous  year 

24% 

18% 

18% 

21% 

37% 

Income  before  taxes 
• Percent  increase 

$949 

$3,842 

$5,116 

$5,430 

$4,314 

(decrease)  from 
previous  year 

(75%) 

(25%) 

(6%) 

26% 

39% 

Net  income 

$486 

$3,762 

$2,866 

$3,116 

$2,600 

• Percent  increase 

(a) 

• 

(decrease)  from 

previous  year 

(87%) 

31% 

(8%) 

20% 

37% 

Earnings  per  share 
• Percent  increase 

$0.09 

$0.70 

$0.55 

$0.67 

$0.59 

(decrease)  from 
previous  year 

(87%) 

27% 

(18%) 

14% 

20% 

(a)  Includes  a positive  cumulative  effect  from  a change  in  accounting  for  income  taxes  of 
approximately  $1.5  million  or  $0.27  per  share. 
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CyCare  management  attributes  revenue  increases  during  1988 
primarily  to  the  acquisition  of  Databill  in  February  1988,  which 
was  partially  offset  by  slowing  systems  sales. 

• Services  revenue  increased  39%  during  1988.  Sales  attributed 
to  companies  acquired  during  1988  accounted  for  over  65%  of 
the  increase  in  services  revenue,  while  the  addition  of  new 
service  customers  and  increased  charges  to  other  customers 
made  up  the  remainder  of  the  increase. 

• System  sales  declined  nearly  17%  during  1988.  The  decline, 
particularly  in  the  third  and  fourth  quarters,  is  traced  to  the 
emphasis  of  cost  containment  within  the  health  care  industry 
over  the  past  several  years. 

Total  costs  and  expenses  were  $82.8  million  in  1988,  compared  to 
$63.9  million  in  1987.  The  increase  resulted  principally  from 
higher  personnel  and  operating  costs  incident  to  delays  in 
integrating  the  Databill  acquisition,  increased  research  and 
development  costs,  higher  interest  costs  from  acquisition-related 
debt,  a fourth-quarter  writeoff  of  accounts  receivable  related  to 
several  large  accounts  in  the  Managed  Care  Division,  and  a 
$415,000  severance  accrual  related  to  product  and  office 
consolidations. 

• Research  and  development  expenses  were  $3.2  million  during 
1988,  a 22%  increase  over  $2.7  million  for  1987.  The  increase 
is  related  primarily  to  the  development  of  the  C2000  system 
which  integrates  the  company's  C900  clinic  and  C1000  hospital 
systems. 

During  the  third  quarter  of  1988,  CyCare  management 
reorganized  the  company  and  restructured  certain  operations  in 
order  to  improve  its  responsiveness  to  clients  and  the  quality  of  its 
products  and  services. 

• The  restructuring  involved  the  consolidation  of  three  data 
centers  and  12  product  lines,  as  well  as  the  sale  of  a forms 
business  and  a portion  of  a commercial  business  acquired  with 
Databill. 

CyCare's  current  organization  structure  is  summarized  as  follows: 

• The  four  Strategic  Support  Units  consolidate  corporate  support 
services  and  include:  Finance  and  Administration;  Marketing; 
Technology,  which  provides  software  and  hardware  technical 
support  to  CyCare's  other  units;  and  the  Corporate  Information 
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Center,  which  consolidates  CyCare's  data  processing 

operations. 

• CyCare's  seven  Strategic  Business  Units  include  the  following: 

- The  Group  Practice  unit,  headquartered  in  Phoenix, 
provides  processing  services,  turnkey  systems,  and  systems 
operations  (facilities  management)  services  to  the  15-plus 
physician  group  practice  and  faculty  practice  market. 
Regional  offices  are  located  in  Atlanta,  Arlington  Heights 
(IL),  and  San  Diego  (CA). 

- The  Practice  Management  unit,  headquartered  in  Mt. 
Clemens  (MI),  provides  processing,  consulting,  and 
collection  management  services  to  hospital-affiliated  practice 
plans,  faculty  practice  plans,  and  hospital-based  physicians. 
Regional  offices  are  located  in  East  Meadow  (NY)  and 
Houston  (TX). 

- The  Physician  & Dental  Services  unit,  headquartered  in 
Phoenix,  provides  processing  services  and  turnkey  systems  to 
medical  practices  with  one  to  15  physicians  and  dentists. 
Branch  offices  are  located  in  San  Antonio  (TX)  and 
Woodland  Hills  (CA). 

- The  Managed  Care  unit,  headquartered  in  Phoenix,  provides 
processing  services,  turnkey  systems,  and  systems  operation 
services  to  health  maintenance  organizations  (HMOs), 
individual  practice  associations,  and  preferred  provider 
organizations. 

- The  Hospitals  unit,  headquartered  in  Birmingham  (AL), 
provides  turnkey  systems  and  systems  operations  services  to 
hospitals. 

- The  Software  Publishing  unit,  headquartered  in  Los  Angeles 
(CA),  was  formed  with  the  acquisition  of  Articulate 
Publications,  Inc.  This  unit  provides  application  software 
products  for  one-to-five  physician  and  dental  groups. 

- The  Data  Clearing  unit,  headquartered  in  Dubuque  (IA), 
provides  various  processing  and  mailing  services. 

A two-year  summary  of  source  of  revenue  by  Strategic  Business 

Unit  follows: 
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CYCARE  SYSTEMS,  INC. 
TWO-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1988 

1987 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

BUSINESS  UNIT 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Group  Practice 

$30.3 

36% 

$33.0 

49% 

Practice  Management 

22.7 

27% 

15.1 

22% 

Physician  & Dental  Services 

16.9 

20% 

13.3 

20% 

Data  Clearing  Services 

7.0 

8% 

2.1 

3% 

Managed  Care 

3.0 

4% 

2.2 

3% 

Hospitals 

1.4 

2% 

— 

— 

Software  Publishing 

0.9 

1% 

— 

— 

Other 

1.5 

2% 

2.0 

3% 

TOTAL 

$83.7 

100% 

$67.7 

100% 

Key  Products  and  Approximately  80%  of  CyCare's  1988  revenue  was  derived  from 
Services  services,  which  include:  batch,  remote  batch,  on-line,  and 

distributed  processing  services;  and  systems  operations  and  other 
professional  services.  Nineteen  percent  of  1988  revenue  was 
derived  from  hardware/software  for  distributed  processing  and 
turnkey  systems,  and  microcomputer  software  products.  The 
remaining  1%  of  revenue  was  derived  from  interest  and  other 
income.  A three-year  summary  of  source  of  revenue  follows: 

CYCARE  SYSTEMS,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1988 

1987 

1986 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Services 

$66.8 

80% 

$47.9 

71% 

$34.6 

61% 

Systems 

16.0 

19% 

19.2 

28% 

21.7 

38% 

Interest  and  other 

0.9 

1% 

0.6 

1% 

0.9 

1% 

TOTAL 

$83.7 

100% 

$67.7 

100% 

$57.2 

100% 
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The  following  discussion  will  focus  on  Cy Care's  products  and 
services  by  Strategic  Business  Unit. 

Group  Practice: 

CyCare's  business  was  founded  in  the  group  practice  marketplace. 
This  business  unit,  with  over  230  clients,  provides  batch,  remote 
batch,  shared  (on-line),  and  distributed  processing  services; 
turnkey  systems;  and  systems  operations  services  to  the  15-plus 
physician  group  practice  and  faculty  practice  market. 

• Applications  supported  include  medical  billing  and  insurance, 
patient  information  and  registration,  patient  appointment 
scheduling,  and  financial  and  administrative  products. 

• New  applications  added  during  1988  include  Alternate  Pricing, 
Clinic  Prepaid  II,  Referral  Authorization,  and  Third  Party 
Management. 

• The  most  common  delivery  system  within  this  client  base  is 
distributed  processing.  Clients  perform  processing  on  their  own 
computers  using  CyCare  software,  while  bills  and  insurance 
statements  are  processed  and  distributed  by  mail  or 
electronically  through  CyCare's  Corporate  Information  Center. 
Distributed  systems  available  include  the  following: 

- C250,  based  on  Honeywell  DPS  6 minicomputers,  is 
designed  for  intermediate-sized  group  practices. 

- C350  incorporates  claims  clearing. 

- C450,  based  on  Honeywell  DPS  6 minicomputers,  is 
designed  for  faculty  practice  plans  of  medical  schools. 

• Turnkey  systems  include  the  following: 

- C300,  based  on  the  Honeywell  DPS  6 minicomputer,  is 
designed  for  intermediate-sized  group  practices. 

- C400,  based  on  Honeywell  DPS  6 minicomputers,  is 
designed  for  faculty  practice  plans  of  medical  schools. 

- C900,  based  on  IBM  mainframes,  is  targeted  to  very  large 
health  care  providers.  An  MVS  version  supports  over  2,000 
terminals,  while  a VSE  version  supports  up  to  350  terminals. 
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Practice  Management: 

This  business  unit,  with  over  350  clients,  accepts  responsibility  for 
the  business  office  functions  of  hospital-  and  medical  school-based 
physicians. 

• The  client  base  consists  primarily  of  radiologists, 
anesthesiologists,  pathologists,  and  emergency  department 
physicians. 

• Services  include  consulting,  batch  processing  for  billing  and 
management  reporting,  systems  operations,  collection 
management,  and  patient  inquiry  and  follow-up.  Fees  are 
generally  derived  as  a percentage  of  collections. 

• Through  1988,  much  of  management's  effort  was  directed 
toward  integrating  the  Houston  operation  of  Databill  into  the 
Practice  Management  organization.  During  1989,  CyCare  plans 
to  expand  into  the  radiology  market  in  Texas  through  this 
office. 

Physician  & Dental  Services: 

This  unit  provides  batch,  remote  batch,  on-line  and  distributed 
processing  services  and  microcomputer-based  turnkey  systems  to 
medical  practices  of  one-to-15  physicians  and  dentists. 

• This  unit  has  grown  primarily  as  the  result  of  acquisitions.  The 
current  client  base  (numbering  over  1,900  clients)  is 
concentrated  in  five  major  geographic  areas-the  Northwest, 
Southern  California,  Texas-Southwest,  Midwest,  and  South 
Florida. 

• The  software  applications  offered  to  this  market  are  the  same 
as  those  offered  in  the  Group  Practice  market. 

• The  C100  is  a Wang  2200-based  turnkey  system  designed  for 
smaller  group  practices. 

• The  C150  Distributed  Medical  Computer  System  is  based  on 
IBM  microcomputers  or  Honeywell  XPS-100  Series 
minicomputers. 

- C150  is  designed  to  handle  daily  record  processing  in-house, 
while  statement  and  insurance  processing  is  generated  at 
CyCare's  Corporate  Information  Center. 
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- During  1988,  CyCare  introduced  a C150  rental  program, 
eliminating  the  large  capital  expenditure  required. 

Managed  Care: 

This  unit,  with  21  clients,  provides  on-line  and  distributed 
processing  services,  turnkey  systems,  and  systems  operation 
services  to  health  maintenance  organizations  (HMOs),  Individual 
Practice  Associations  (IPAs),  and  Preferred  Provider 
Organizations  (PPAs). 

• Software  applications  marketed  to  these  organizations  include 
those  offered  to  Group  Practice  and  Physician  Services  clients 
plus  specialized  products  such  as  membership  and  enrollment, 
premium  billing,  claims  processing,  and  utilization  reporting. 

• C500  is  a Honeywell-based  turnkey  system  for  HMOs. 

• C870,  introduced  during  1988,  is  a shared  (on-line)  service 
providing  clients  with  access  to  a CyCare  IBM  mainframe 
located  at  the  Corporate  Information  Center. 

Hospitals: 

CyCare  currently  provides  turnkey  systems  and  systems  operation 
services  to  four  hospitals.  CyCare  entered  this  market  to  maintain 
its  current  clinic  and  group  practice  client  base  and,  at  the  same 
time,  to  capitalize  on  the  opportunities  in  the  hospital  information 
marketplace. 

• Software  applications  encompass  the  major  functional  areas 
within  a hospital,  including:  admission,  transfer,  and  discharge; 
patient  accounting;  patient  care;  and  medical  records. 

• C1000  is  an  IBM  mainframe-based  turnkey  hospital 
information  systems. 

• During  1988,  CyCare  began  development  of  the  C2000,  which 
integrates  its  C900  and  C1000  systems  to  provide  data  sharing 
between  hospitals  and  outlying  clinics.  To  date,  two  contracts 
have  been  signed  for  the  installation  of  this  product. 

Software  Publishing: 

Software  Publishing  currently  markets  the  Medicalis  and  Dentalis 
microcomputer  software  products  to  the  l-to-5  physician  and 
dental  marketplaces,  respectively. 


Page  8 of  10 


Copyright  1989  by  INPUT.  Reproduction  Prohibited. 


October  1 989 


CYCARE  SYSTEMS,  INC. 


INPUT 


Industry  Markets 


• There  are  currently  over  2,200  installations  of  the  software, 
which  is  distributed  through  a network  of  over  250  dealers  in 
over  40  states. 

CyCare  plans  to  offer  a rental  program  through  its  dealer  network 
that  includes  Medicalis  or  Dentalis  software,  hardware,  support 
contracts,  and  distributed  processing  options. 

Data  Clearing: 

Data  Clearing  Services,  with  1988  revenue  of  $7  million  and  over 
1,000  clients,  offers  the  following  services  to  certain  target 
markets: 

• Distribution  Services,  which  include  laser  printing,  microfiche, 
and  mailing  services,  are  provided  primarily  to  credit  unions. 

• Commercial  processing  (a  business  acquired  with  Databill)  is 
provided  to  specific  non-medical  groups. 

• Claims  processing  includes  an  insurance  claims  clearinghouse 
and  a national  COBS  (coordination  of  benefits  service)  data 
base. 

• Revenue  for  1988  also  includes  $1.9  million  from  a forms 
business  acquired  with  Databill. 

The  forms  business,  as  well  as  a portion  of  the  commercial 
processing  business,  will  be  sold  during  1989. 

Other: 

The  CyCare  Health  Care  Network  System  (C700)  permits  large 
health  care  organizations  (such  as  group  practices,  hospitals,  and 
managed  care  organizations)  to  communicate  with  independent 
physicians. 

• The  large  health  care  organization  installs  a C300  or  C500 
turnkey  system  at  its  main  office.  A C100  system  is  installed  at 
the  participating  physician's  office. 


Over  95%  of  CyCare's  1988  revenue  was  derived  from  the  health 
care  industry.  The  remainder  of  revenue  was  derived  from  Data 
Clearing  services  provided  to  credit  unions  and  other  commercial 
businesses. 
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Geographic 
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Computer 

Hardware 


Virtually  all  of  CyCare's  1988  revenue  was  derived  from  the  U.S. 
Less  than  1%  of  total  revenue  was  derived  from  Canada. 

CyCare's  approximately  5,500  clients  are  located  in  48  states  and 
five  Canadian  provinces. 


CyCare's  Corporate  Information  Center,  located  in  Dubuque  (IA), 
has  the  following  computers  installed: 

• 8 IBM  4300  Series  systems 

• 1 IBM  3084 

• 1 IBM  9370 

• 7 Honeywell  Level  6s,  GCOS 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  JULY  1 986 


CYCARE  SYSTEMS,  INC 

4343  East  Camelback  Road 
Suite  320 

Phoenix,  AZ  85018 
(602)  952-5300 


Jim  H.  Houtz,  Chairman  and  CEO 
James  D.  Dyer,  President  and  COO 
Public  Corporation,  OTC 
Total  Employees:  1,018 
Total  Revenue,  Fiscal  Year  End 
12/31/86:  $57,186,261 


CYCARE  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


(a)  Effective  January  I,  1985,  CyCare  changed  its  method  of  accounting  for 
software  development  costs  from  expensed  as  incurred  to  the  capitalized 
method.  The  effect  of  this  change  was  to  increase  1985  net  income  by 
$1,234,000. 

(b)  Restated  to  reflect  a 2-for-l  stock  split  effective  April  29,  1986. 

• For  the  six  months  ending  June  30,  1987,  revenue  was  $31.8  million,  a 16% 
increase  over  the  same  period  in  1986  of  $27.5  million.  Net  income  decreased 
20%  from  $1.5  million  in  1986  to  $1.2  million  for  the  same  period  in  1987. 
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CyCare  management  attributes  increases  in  1986  revenue  primarily  to  acqui- 
sitions which  affected  services  revenue.  The  remaining  increase  represents  a 
combination  of  volume,  new  products,  and  price  increases. 


CyCare  completed  two  acquisitions  as  follows: 


In  September  1986,  CyCare  acquired  Medical  Management  Systems, 
Inc.,  of  Shreveport  (LA).  Medical  Management  Systems  provides 
practice  management  services  to  the  Louisiana,  East  Texas,  and  Missis- 
sippi areas. 

In  December  1986,  the  company  acquired  The  Physicians  Bookkeepers, 
Inc.,  a practice  management  company  based  in  Fraser  (Ml). 

. The  Physicians  Bookkeepers,  Inc.,  generated  approximate  annual 
revenues  of  $7.6  million,  specialized  in  preparing  statements  and 
insurance  claims  for  hospital-based  physicians. 

These  two  acquisitions  generated  combined  revenues  of  $760,000  in 
1986. 

SOURCE  OF  REVENUE 


Approximately  61%  of  CyCare's  1986  revenue  was  generated  by  services 
revenue:  processing  services,  professional  services  consulting,  and  facilities 

management;  38%  from  hardware/software  for  distributed  processing  and 
turnkey  systems.  The  remaining  1%  of  revenue  was  derived  from  interest  and 
other  income. 


A three-year  summary  of  source  of  revenue  as  reported  by  CyCare  follows  ($ 
thousands): 


FISCAL  YEAR 

ITEM 

196 

6 

1985 

1984 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Services 

Systems 

Interest  and  other 
income 

$34,599 

21,710 

877 

61% 

38 

1 

$24,963 

23,121 

501 

51% 

48 

1 

$17,107 

21,926 

1,041 

43% 

55 

2 

Total 

$57,186 

100% 

$48,585 

1 00% 

$40,074 

100% 
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• Approximately  95%  of  the  company's  1986  revenue  was  from  the  U.S.  and  the 
remaining  596  was  from  Canada. 

NEW  PRODUCTS  AND  SERVICES 

• On  April  21,  1987,  CyCare  announced  the  availability  of  two  new  interface 
systems  for  its  Physicians  Practice  Network  C700  system:  CyNet  I and  CyNet 
II,  linking  systems  for  hospital  organizations  and  HMOs  to  the  source  of  out- 
patient care. 

The  products  will  be  offered  in  conjunction  with  CyCare's  new  IBM  PC- 
based  small  group  practice  system,  the  PC  1000. 
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COMPANY  PROFILE 


CYCARE  SYSTEMS,  INC. 

520  Dubuque  Building 
P.O.Box  1278 
Dubuque,  I A 52001 
(319)  556-3131 


Jim  H.  Houtz,  Chairman,  President, 
and  CEO 

Public  Corporation,  OTC 
Total  Employees:  677 
Total  Revenue,  Fiscal  Year  End 
12/31/85:  $48,585,000 


TFE  COMPANY 

• CyCare  Systems,  Inc.,  incorporated  in  1969,  provides  processing  services  and 
turnkey  systems  to  ambulatory  care  facilities,  medical  group  practices,  health 
maintenance  organizations,  and  medical  schools.  The  company  also  provides 
professional  services  to  large  group  practices  and  practice  management 
services  to  hospital-based  physicians. 

• CyCare's  1985  revenue  reached  $48.6  million,  a 21%  increase  over  1984 
revenue  of  $40  million.  Net  income  increased  20%,  from  $2.6  million  in  1984 
to  $3. 1 million  in  1985.  A five-year  financial  summary  follows: 


CYCARE  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 
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(a)  Effective  January  I,  1985,  CyCare  changed  its  method  of  accounting  for 
software  development  costs  from  expensed  as  incurred  to  the  capitalized 
method.  The  effect  of  this  change  was  to  increase  1985  net  income  by 
$1,234,000. 

(b)  Restated  to  reflect  a 2-for-l  stock  split  effective  April  29,  1986. 

• CyCare  management  attributes  1985  revenue  increases  primarily  to  acquisi- 
tions. 


On  July  I,  1985  CyCare  acquired  Management  Systems  of  Wausau,  Inc. 
(MSWI)  for  $936,000  in  cash,  40.000  shares  of  CyCare  common  stock 
(having  a fair  market  value  of  $901,200),  and  a contingent  payout  of 
$3.1  million.  The  acquisition  was  accounted  for  as  a purchase. 

MSWI  and  its  subsidiary,  Medical  Computer  Systems,  Inc. 
provided  processing  services  to  approximately  300  physician 
group  practices  throughout  the  U.S. 

. MSWI  had  estimated  1984  revenue  of  $13  million. 

. MSWI  now  operates  as  a division  of  CyCare. 

In  June  1984  CyCare  acquired  all  the  stock  of  DX  Systems  for  Health, 
Inc.  and  Healthcare  Receivable  Administrators,  Inc.  (both  located  in 
New  York)  for  $2,350,000  in  cash  and  a contingent  payout  of  up  to 
40,000  shares  of  CyCare  common  stock  over  three  years  based  on 
earnings  of  the  acquired  companies. 

The  acquired  companies  were  subsequently  merged  into  a wholly 
owned  subsidiary  and  renamed  CyCare  Practice  Management, 
Inc.  which  provides  practice  management  services  to  hospital- 
based  physicians. 

. The  acquisitions  were  accounted  for  under  the  purchase  method 
of  accounting,  and  the  results  of  operations  have  only  been 
included  in  the  consolidated  financial  statements  since  June  I, 
1984.  Revenue  contribution  in  1984  was  approximately  $2 
million. 

CyCare  management's  revenue  goal  for  1988  is  $100  million. 

During  the  fourth  quarter  of  1 985  CyCare  made  a private  placement  of 
300,000  shares  of  its  common  stock  with  Hospital  Corporation  of  America 
(HCA)  for  approximately  $7  million.  An  additional  210,000  CyCare  common 
shares  have  been  purchased  from  existing  CyCare  stockholders  giving  HCA  a 
I 9.5%  equity  investment. 

Research  and  development  expenditures  were  approximately  $1.8  million  (4?6 
of  revenue)  in  1985,  $3.2  million  (8%  of  revenue)  in  1984,  and  $2.2  million  (7% 
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of  revenue)  in  1983.  The  decrease  in  expenses  reported  for  1985  reflects  the 
change  in  the  method  of  accounting  initiated  in  January  1985  whereby 
development  costs  are  now  capitalized  rather  than  expensed  as  incurred. 

Revenue  for  the  six  months  ending  June  30,  1986  reached  $27.5  million,  a 31% 
increase  over  revenue  of  $20.9  million  for  the  same  period  in  1985.  Net 
income  rose  79%  from  $842,000  to  $1.5  million  during  this  period. 

CyCare  has  three  subsidiaries  as  follows: 

CyCare  Practice  Management,  Inc.,  headquartered  in  Long  Island  (NY) 
provides  practice  management  services  to  hospital-based  physicians. 

CyCare  Systems  Canada  Ltd.,  headquartered  in  Toronto,  markets  the 
company's  turnkey  systems  in  Canada. 

CyCare  Equipment  Company,  headquartered  in  Dubuque  (IA),  provides 
hardware  to  CyCare  clients  in  association  with  the  company's  proces- 
sing services  and  turnkey  systems. 

As  of  December  31,  1985,  CyCare  had  677  employees,  segmented  as  follows: 


Marketing 

36 

Installation  and  support 

131 

Research  and  development/ 

system  maintenance 

133 

Operations/general  and 

administrative 

377 

677 


• CyCare  competitors  include  McDonnell  Douglas  Information  Systems  Group, 
Shared  Medical  Systems,  and  Comtec. 

KEY  PRODUCTS  AND  SERVICES 


CyCare  provides  remote  batch,  on-line,  and  distributed  processing  services, 
turnkey  systems,  and  professional  services  primarily  to  ambulatory  care 
facilities,  medical  group  practices,  and  health  maintenance  organizations 
(HMO's).  As  of  December  1985,  CyCare  had  approximately  1,300  clients  in  48 
states  and  five  Canadian  providences. 

In  recent  years  up  to  1984,  the  company's  business  had  gradually  shifted 
from  primarily  providing  remote  batch  and  on-line  processing  services 
to  emphasizing  distributed  processing  and  turnkey  systems.  While 
CyCare  will  continue  to  offer  distributed  and  turnkey  systems,  the 
future  emphasis  will  be  on  maintaining  a services  revenue  base  at  least 
equal  to  systems  revenue. 
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INPUT  estimates  approximately  49%  of  CyCare's  1985  revenue  was 
derived  from  its  various  processing  services,  48%  from  hardware/soft- 
ware for  distributed  processing  and  turnkey  systems,  and  2%  from 
professional  services  consulting  and  facilities  management.  The 
remaining  1%  of  revenue  was  derived  from  interest  and  other  income. 


A three-year  summary  of  source  of  revenue  as  reported  by  CyCare 
follows  ($  thousands): 


FISCAL  YEAR 

1985 

1984 

1983 

ITEM 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Services 

$ 24,963 

51% 

$ 17,107 

43% 

$ 13,413 

46% 

Systems 

23,121 

48 

21,926 

55 

15,181 

52 

Interest  and  other 
income 

501 

1 

1,041 

2 

652 

2 

$48,585 

100% 

$40,074 

100% 

$29,246 

100% 

Applications  available  on  CyCare's  network  are  shown  in  the  exhibit.  CyCare 
offers  remote  batch,  on-line,  and  distributed  processing.  Facilities  manage- 
ment and  data  entry  services  are  also  available. 

Remote  batch  processing  is  conducted  via  terminals  connected  to 
CyCare's  Dubuque  data  center.  Reports,  patient  statements,  insurance 
forms,  and  other  documents  are  processed  and  mailed  at  client-speci- 
fied intervals.  Clients  are  billed  for  services  based  on  the  volume  of 
transactions  processed. 


Shared  system  clients  have  on-line  access  to  CyCare's  Dubuque 
computer  center  via  leased  telephone  lines.  Patient  files  are  auto- 
matically updated,  providing  clients  with  instant  access  to  patient 
information. 


The  C74  (formerly  The  RX4),  acquired  with  MSWI  during  1985,  is 
a shared  system  for  small  group  practices.  C74  provides  patient 
statements,  insurance  forms  and  other  documents,  and  reporting 
capabilities. 

Distributed  processing  clients  conduct  daily  processing,  including 
patient  registration  and  scheduling,  on  an  in-house  minicomputer.  All 
or  a portion  of  their  statement  preparation  and  mailing,  report  genera- 
tion, and  other  functions  can  be  processed  remotely  at  CyCare's 
Dubuque  facility. 


4 of  8 
July  1986 


©1986  by  INPUT.  Reproduction  Prohibited. 


INPUT 


CYCARE  SYSTEMS,  INC. 


EXHIBIT 

CYCARE  SYSTEMS 

APPLICATIONS  AVAILABLE  ON  NETWORK 


APPLICATION  AREA/PRODUCT  NAME 

• Operating  Environment 

- IBM  4341,  DOS 

■ Honeywell  Level  6,  GCOS 

• Programming  Languages  Supported 

- COBOL 

• Data  Mangement  Software 

- TOTAL 

• Medical  Billing  and  Insurance 

- Accounts  Receivable 

■ Insurance  Processing 

- Collection  Systems 

- Cashiering 

- Management  Reports 

• Patient  Information  and  Registration 

- Patient  Registration 

- Medical  Chart  Registration 

- Medical  Chart  Tracking 


APPLICATION  AREA/PRODUCT  NAME 

• Patient  Appointment  Scheduling 

• Financial  Systems 

- Accounts  Payable 

- Inventory  Control 

- Payroll/Personnel 

- General  Ledger 

- Fixed  Assets 

• Medical  Schools 

- Professional  Practice  Plan 

- Patient  Accounting 

- Financial  Systems 

- Administrative 

• Administrative 

- Pharmacy 

- Word  Processing 

- Report  Generator 

- Other  System  Interfaces 
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. C/Care's  distributed  processing  systems  run  on  the  Honeywell 
DPS  6 minicomputer  and  include  the  following: 

CyCare  250  (C250)  is  designed  for  intermediate-sized 
group  practices. 

CyCare  450  (C450)  is  designed  for  facility  practice  plans 
of  medical  schools. 

. The  initial  client  investment  for  computer  equipment  and 
software  ranges  from  $100,000  to  $250,000. 

. Functions  not  available  on  a remote  batch  or  on-line  basis,  such 
as  patient  appointment  scheduling  and  word  processing,  are 
available  via  distributed  processing. 

CyCare  first  introduced  turnkey  systems  in  1980  for  larger  medical  groups  and 
has  since  expanded  its  offerings  to  HMOs,  medical  schools,  and  smaller  group 
practices. 

CyCare  100  (Cl 00),  introduced  in  1982,  is  a Wang  2200-based  system 
designed  for  smaller  group  practices  with  two  to  ten  physicians. 

. In  December  1981  CyCare  acquired  the  software  used  to  develop 
CyCare  100  from  Applied  Systems  Research  and  Development  of 
Portland. 

. Applications  available  include  medical  billing,  financial  systems, 
patient  appointment  scheduling,  word  processing,  and  ad  hoc 
reporting. 

. The  system  ranges  in  price  from  $20,000  to  $80,000. 

CyCare  300  (C300),  introduced  in  1980,  is  designed  for  intermediate- 
sized group  practices. 

. The  systems  use  Honeywell  DPS  6 minicomputers  and  offer  the 
applications  CyCare  runs  on  its  network. 

Pricing  ranges  from  $100,000  to  $600,000  depending  on  the 
applications  selected. 

CyCare  400  (C400)  for  faculty  practice  plans  of  medical  schools  runs 
on  Honeywell  DPS  6 minicomputers.  Applications  include  professional 
practice  plan,  patient  accounting,  patient  care,  and  financial  and 
administrative  systems. 

CyCare  500  (C500)  System  for  HMOs,  introduced  in  1983,  also  runs  on 
Honeywell  minicomputers.  Applications  include  enrollment/registra- 
tion, premium  billing,  claims  processing/utilization  reporting,  and 
marketing  intelligence. 
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The  CyCare  Healthcare  Network  System  (C700),  introduced  in  1985, 
permits  large  healthcare  organizations  (such  as  group  practices, 
hospitals,  and  HMOs)  to  communicate  with  independent  physicians. 

. The  large  healthcare  organization  installs  CyCare's  C300  or 

C500  turnkey  system  at  its  main  office.  The  Cl 00  is  installed  at 
the  participating  physician's  office. 

. Current  C700  clients  include  International  Medical  Centers  (a 
Miami  HMO)  and  Borgess  Medical  Center  of  Kalamazoo  (MI). 

The  CyCare  900  (C900),  introduced  in  June  1985,  is  targeted  to  large 
healthcare  organizations. 

. C900  operates  on  IBM  4381  or  308X  computers  running  under 

MVS  and  can  support  up  to  4,000  terminals. 

. The  system  provides  patient  accounting,  appointment  sched- 

uling, insurance  billing,  claims  processing,  premium  billing,  and 
management  and  utilization  billing. 

• On  May  30,  1986  CyCare  announced  it  had  signed  a definitive  agreement  to 
acquire  product  and  marketing  rights  for  the  Carraway  Hospital  Information 
System  (CHIS)  from  Carraway  Data  Systems,  Inc.,  a subsidiary  of  Carraway 
Methodist  Hospitals  of  Alabama. 

CyCare  will  pay  cash  and  royalties  on  future  sales  for  CHIS,  an 
automated  patient  care,  patient  accounting,  and  related  function 
software  product  targeted  to  medium-  and  large-sized  hospitals  and 
medical  centers. 

CHIS  currently  uses  an  IBM  3083  with  DOS/VSE  running  under  VM  and 
can  serve  more  than  1,000  terminals.  CyCare  plans  to  expand  the 
system's  capacity  by  moving  it  to  the  IBM  MVS/XA  operating  system, 
giving  it  the  ability  to  serve  up  to  4,000  terminals. 

Release  of  the  system  is  scheduled  for  the  end  of  1986.  Pricing  will 
range  from  $200,000  to  $800,000  depending  on  system  size  and  user 
requirements. 

• Through  CyCare  Practice  Management  the  company  offers  additional  proces- 
sing services  primarily  to  smaller  medical  practices.  Services  include  data 
entry  of  patient  information  for  processing,  billing,  and  collections. 

• During  1985  CyCare  introduced  facilities  management  and  consulting  profes- 
sional services  for  larger  group  practices.  Services  include  on-site  manage- 
ment, planning,  consulting,  systems  design  and  analysis,  and  education  and 
training. 
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• CyCare  provides  training  services  on-site  or  through  its  headquarters  or 
regional  offices. 

INDUSTRY  MARKETS 

• Virtually  all  of  CyCare's  1985  revenue  was  derived  from  the  medical  industry, 
primarily  from  medical  group  practices  with  two  or  more  physicians, 
ambulatory  care  facilities,  and  HMOs. 

GEOGRAPHIC  MARKETS 

• Virtually  all  of  CyCare's  1985  revenue  was  derived  from  clients  located  in  48 
U.S.  states.  A small  amount  of  revenue  was  derived  from  Canada. 

• U.S.  regional  offices  are  located  in  Marietta  (GA),  Des  Plaines  (IL),  and  San 
Diego.  Sales/service  offices  are  located  in  Cherry  Hill  (NJ),  Dallas,  Denver, 
Los  Angeles,  Miami,  Minneapolis,  Phoenix,  Portland,  St.  Louis,  Spokane,  and 
Wausau  (WI). 

• CyCare  Practice  Management  is  headquartered  in  Long  Island  (NY). 

• CyCare  Systems  Canada  Ltd.  is  headquartered  in  Toronto,  Ontario. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• CyCare  has  the  following  systems  installed  at  its  Dubuque  data  center: 

6 IBM  4341s,  running  under  DOS,  are  used  for  network  processing. 

6 Honeywell  Level  6s,  running  under  GCOS,  are  used  for  product 
development. 

• CyCare's  network  is  accessed  via  WATS  and  leased  lines. 
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FINANCIAL  UPDATE  TO  HIGHLIGHT  DATED  JUNE  1983 


CYCARE  SYSTEMS,  INC. 

520  Dubuque  Building 
P.O.  Box  1 278 
Dubuque, I A 52001 
(319)  556-3131 


Jim  H.  Houtz,  Chairman  and  President 
Public  Corporation,  OTC 
Total  Employees:  359 
Total  Revenue,  Fiscal  Year  End 
12/31/83:  $29,246,231 


CYCARE  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 
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SOURCE  OF  REVENUE 

• A three-year  summary  of  source  of  revenue  as  reported  by  CyCare  follows  ($ 
thousands): 


1983 


1982 


1981 


Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Processing  services 

$ 13,413 

46% 

$ 1 1,720 

50% 

$ 1 1,234 

56% 

Turnkey  systems 

15,181 

52 

11,691 

50 

8,558 

43 

Interest  and  other 
income 

652 

2 

105 

- 

234 

1 

Total 

$ 29,246 

100% 

$23,516 

100% 

$ 20,026 

100% 

• The  company's  business  has  gradually  shifted  from  primarily  providing  remote 
batch  and  on-line  processing  services  to  emphasizing  distributed  processing 
and  turnkey  systems. 

Revenue  (consisting  of  equipment  sales,  software  licensing  fees,  and 
processing  fees)  from  distributed  processing  and  turnkey  systems 
accounted  for  67%  of  1983  revenue  ($19.6  million),  65%  of  1982 
revenue  ($15.3  million),  and  50%  of  1981  revenue  ($10  million). 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  JUNE  1983* 


CYCARE  SYSTEMS,  INC. 

520  Dubuque  Building 
P.O.  Box  1 278 
Dubuque,  I A 5200 1 
(319)  556-3131 


Jim  H.  Houtz,  Chairman  and  President 
Public  Corporation,  OTC 
Total  Employees:  539 
Total  Revenue,  Fiscal  Year  End 
12/31/84:  $40,074,190 


CYCARE  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


YEAR 

ITEM 

1984 

1983 

1982 

1981 

1980 

Revenue 

. Percent  increase 
from  previous  year 

$ 40,074 
37% 

$ 29,246 
24% 

$23,516 

17% 

$ 20,026 
35% 

$ 14,808 
37% 

Income  before  taxes 
. Percent  increase 
from  previous  year 

$ 4,314 
39% 

$ 3,099 
99% 

$ 1,556 
6% 

$ 1,463 
40% 

$ 1,047 
41% 

Net  income 
. Percent  increase 
from  previous  year 

$ 2,600 
37% 

$ 1,899 
63% 

$ 1,166 
11% 

$ 1,050 
69% 

$ 620 
50% 

Earnings  per  share 
. Percent  increase 
(decrease)  from 
previous  year 

$ 1.18 
20% 

$ 0.98 

40% 

$ 0.70 

(8%) 

$ 0.76 

55% 

$ 0.49 

75% 

• In  June  1984  CyCare  acquired  all  the  stock  of  DX  Systems  for  Health,  Inc.  and 
Healthcare  Receivable  Administrators,  Inc.  (both  located  in  New  York)  for 
$2,350,000  in  cash  and  a contingent  payout  of  up  to  40,000  shares  of  CyCare 
common  stock  over  the  next  three  years  based  on  earnings  of  the  acquired 
companies. 

The  acquired  companies  were  subsequently  merged  into  a wholly  owned 
subsidiary  named  DX  Practice  Management,  Inc.  which  provides 
practice  management  services  to  hospital -based  physicians. 

The  acquisitions  were  accounted  for  under  the  purchase  method  of 
accounting,  and  the  results  of  operations  have  only  been  included  in  the 
consolidated  financial  statements  since  June  I,  1984.  Revenue  contri- 
bution in  1984  was  approximately  $2  million. 

*Replaces  Financial  Update  of  May  1984 
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SOURCE  OF  REVENUE 


• A three-year  summary  of  source  of  revenue  as  reported  by  CyCare  follows 
($  thousands): 


' — ^HSCAL  YEAR 
ITEM 

1984 

1983 

1982 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Processing  services 

$ 17,107 

43% 

$ 13,413 

46% 

$ 11,720 

50% 

Turnkey  systems 

21,926 

55 

15,181 

52 

11,691 

50 

Interest  and  other 
income 

1,041 

_2 

652 

_2 

105 

Total 

$ 40,074 

100% 

$ 29,246 

100% 

$23,516 

100% 

Of  the  increase  in  processing  services  revenue,  slightly  more  than  half 
was  due  to  the  1984  acquisitions.  The  remaining  increase  is  due  to 
price  and  volume  increases. 


Turnkey  systems  sales  increased  primarily  due  to  volume  increases. 
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COMPANY  HIGHLIGHT 


CYCARE  SYSTEMS,  INC. 

520  Dubuque  Building 
Dubuque, I A 52001 
(319) 556-3131 


Jim  H.  Houtz,  President 
Public  Corporation,  OTC 
Total  Employees:  276 
Total  Revenue,  Fiscal  Year  End 
12/31/82:  $23,516,000 


THE  COMPANY 

• CyCare  Systems,  Inc.,  incorporated  in  1969,  provides  processing  services  and 
turnkey  systems  to  physicians  and  medical  group  practices,  Health  Mainte- 
nance Organizations,  and  medical  schools. 

• 1982  revenue  reached  $23.5  million,  a 17%  increase  over  1981  revenue  of  $20 
million.  Net  income  increased  11%  from  $1.1  million  in  1981  to  $1.2  million 
in  1982.  A five-year  financial  summary  follows: 


CYCARE  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


""""  - — __^RSCAL  YEAR 

ITEM  ■" — 

1982 

1981 

1980 

1979 

1978 

Revenue 

. Percent  increase 
from  previous  year 

$23,516 

17% 

$ 20,026 
35% 

$ 14,808 
37% 

$ 10,801 
8% 

$ 10,040 
62% 

Income  before  taxes 
. Percent  increase 
from  previous  year 

$ 1,556 
6% 

$ 1,463 
40% 

$ 1,047 
41% 

$ 740 

9% 

$ 677 

9% 

Net  income 
. Percent  increase 
from  previous  year 

$ 1,166 
1 1% 

$ 1,050 
69% 

$ 620 
50% 

$ 414 

4% 

$ 397 

8% 

Earnings  per  share 
. Percent  increase 
(decrease)  from 
previous  year 

$ 0.70 

(8%) 

$ 0.76 

55% 

$ 0.49 

75% 

$ 0.28 
8% 

$ 0.26 
(16%) 

• CyCare's  primary  business  of  providing  services  and  systems  to  larger  medical 
group  practices  was  adversely  impacted  by  the  economy  during  the  first  six 
months  of  1982,  contributing  to  the  lower  growth  rates  in  revenue  and  income. 
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• Research  and  development  expenditures  were  $2.5  million  (I  1%  of  revenue)  in 
1982,  as  compared  with  $2.1  million  (10%  of  revenue)  in  1981  and  $951,000 
(6%  of  revenue)  in  1 980. 

These  amounts  include  client-funded  expenditures  of  $1 1 1,000  in  1982, 
$514,000  in  1981,  and  $194,000  in  1980. 

Management  anticipates  that  future  research  and  development  costs 
will  stabilize  at  8%  of  revenue. 

• Revenue  for  the  three  months  ending  March  31,  1983  reached  $6.3  million,  a 
12%  increase  over  revenue  of  $5.6  million  for  the  same  period  in  1982.  Net 
income  rose  51%  from  $189,000  to  $286,000  during  this  period. 

Management  attributes  this  growth  primarily  to  increased  sales  and 
software  licenses  associated  with  distributed  processing  and  turnkey 
systems. 

• CyCare's  Canadian  subsidiary,  CyCare  Systems  Canada  Ltd.,  was  established 
in  1980  to  provide  processing  services  and  turnkey  systems  to  Canadian 
clients.  The  subsidiary  is  headquartered  in  Willowdale,  Ontario  and  has 
approximately  10  employees. 

• Effective  March  31,  1983,  CyCare  purchased  a portion  of  the  Medical  Division 
of  Endata,  Inc.  (formerly  NLT  Computer  Services  Corporation),  located  in 
Miami.  Terms  of  the  purchase  were  not  disclosed. 

The  Medical  Division  provides  processing  services,  including  data  entry 
and  facilities  management,  to  over  200  clients  in  solo  and  group 
medical  practices  in  Florida  and  Louisiana. 

The  group,  which  has  been  merged  into  CyCare,  had  40  employees  at 
the  time  of  purchase. 

• As  of  December  31,  1982,  CyCare  had  276  employees.  The  company  currently 
has  325  employees,  segmented  as  follows: 


Marketing/sales  20 

Installation/customer  support  60 

Research  and  development  75 

General  and  administrative  1 70 


325 

• Major  competitors  in  medical  processing  include  Science  Dynamics  Corpora- 
tion and  Management  Systems  of  Wausau  Inc. 
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KEY  PRODUCTS  AND  SERVICES 

• CyCare  provides  remote  batch,  on-line,  and  distributed  processing  services 
and  turnkey  systems  to  the  medical  industry.  As  of  December  1982  CyCare 
had  approximately  400  clients  in  37  states  and  two  Canadian  provinces.  As  a 
result  of  the  March  1983  acquisition  of  a portion  of  Endata's  Medical  Division, 
CyCare  now  has  over  600  clients. 

• The  company's  business  has  gradually  shifted  from  primarily  providing  remote 
batch  and  on-line  processing  services  to  emphasizing  distributed  processing 
and  turnkey  systems. 

Revenue  (consisting  of  equipment  sales,  software  licensing  fees,  and 
processing  fees)  from  distributed  processing  and  turnkey  systems 
accounted  for  65%  of  1982  revenue  ($15.3  million),  50%  of  1981 
revenue  ($10  million),  and  37%  of  1980  revenue  ($5.5  million). 


A three-year  summary  of  source  of  revenue  as  reported  by  CyCare 
follows  ($  thousands): 


^ FISCAL  YEAR 
ITEM 

1982 

Revenue 

Percent 
of  Total 

1981 

Revenue 

Percent 
of  Total 

1980 

Revenue 

Percent 
of  Total 

Processing  services 
and  software  licenses 

$13,851 

59% 

$12,777 

64% 

$10,617 

72% 

Equipment  sales  and 
rentals 

9,571 

41 

7,029 

35 

4,132 

28 

Other  income 

94 

- 

220 

1 

59 

- 

Total 

$23,516 

100% 

$20,026 

100% 

$14,808 

100% 

• Applications  available  on  CyCare's  network  are  shown  in  the  exhibit  including 
those  acquired  from  Endata  in  early  1983.  CyCare  offers  remote  batch,  on- 
line, and  distributed  processing.  Facilities  management  and  data  entry 
services  are  also  available. 


Remote  batch  processing  is  conducted  via  terminals  connected  to 
CyCare's  Spokane  or  Dubuque  data  centers.  Reports,  patient  state- 
ments, insurance  forms,  and  other  documents  are  processed  and  mailed 
at  client-specified  intervals.  Clients  are  billed  for  services  based  on 
the  volume  of  transactions  processed. 

Shared  system  clients  have  on-line  access  to  CyCare's  Dubuque 
computer  center  via  leased  telephone  lines.  Patient  files  are  auto- 
matically updated,  providing  clients  with  instant  access  to  patient 
information. 
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EXHIBIT 

CYCARE  SYSTEMS 

APPLICATIONS  AVAILABLE  ON  NETWORK 


APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PRODUCT  NAME 

• Operating  Environment 

• Financial  Systems 

- IBM  4341,  DOS 

— Accounts  Payable 

— Honeywell  Level  6,  GCOS 

— Inventory  Control 

• Programming  Languages  Supported 

— Payroll/Personnel 

-COBOL 

— General  Ledger 

— Fixed  Assets 

• Data  Management  Software 

• Medical  Schools 

- TOTAL 

— Professional  Practice  Plan 

• Patient  Accounting 

— Patient  Accounting 

— Accounts  Receivable 

- Financial  Systems 

— Insurance  Processing 

— Administrative 

— Collection  Systems 

• Administrative 

— Cashiering 

— Management  Reports 

— Pharmacy 

— Word  Processing 

• Patient  Care 

— Report  Generator 

— Patient  Registration 

— Other  System  Interfaces 

— Medical  Chart  Registration 

— Medical  Chart  Tracking 
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Distributed  processing  clients  conduct  daily  processing,  including 
patient  registration  and  scheduling,  on  an  in-house  minicomputer.  All 
or  a portion  of  their  statement  preparation  and  mailing,  report  genera- 
tion, and  other  functions  can  be  processed  remotely  at  CyCare's 
Dubuque  facility. 

. CyCare's  distributed  processing  system  runs  on  the  Honeywell 
Level  6 or  DPS  6 minicomputer. 

. The  initial  client  investment  for  computer  equipment  and  soft- 
ware ranges  from  $ 1 00,000  to  $250,000. 

. Functions  not  available  on  a remote  batch  or  on-line  basis,  such 
as  patient  appointment  scheduling  and  word  processing,  are 
available  via  distributed  processing. 

• CyCare  first  introduced  turnkey  systems  in  1980  for  larger  medical  groups  and 
has  since  expanded  its  offerings  to  Health  Maintenance  Organizations  (HMOs), 
medical  schools,  and  smaller  group  practices. 

CyCare  100,  introduced  in  1982,  is  a Wang  2200-based  system  designed 
for  smaller  group  practices  with  two  to  ten  physicians. 

. In  December  1981  CyCare  acquired  the  software  used  to  develop 
CyCare  100  from  Applied  Systems  Research  and  Development  of 
Portland. 

. Applications  available  include  medical  billing,  financial  systems, 
and  word  processing. 

. The  system  ranges  in  price  from  $20,000  to  $80,000. 

CyCare  200/300  Systems,  introduced  in  1980,  are  designed  for  inter- 
mediate and  large  medical  groups. 

. The  systems  use  Honeywell  Level  6 and  DPS  6 minicomputers 
and  offer  the  applications  CyCare  runs  on  its  network. 

. Pricing  ranges  from  $100,000  to  $600,000  depending  on  the 
applications  selected. 

CyCare  400  System  for  medical  schools,  introduced  in  1981,  runs  on 
Honeywell  Level  6 or  DPS  6 minicomputers.  Applications  include 
professional  practice  plan,  patient  accounting,  patient  care,  and  finan- 
cial and  administrative  systems. 

CyCare  500  System  for  HMOs,  scheduled  for  availability  in  the  second 
half  of  1983,  also  runs  on  Honeywell  minicomputers.  Applications 
include  enrollment/registration,  premium  billing,  claims  process- 
ing/utilization reporting,  and  marketing  intelligence. 
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• As  a result  of  the  March  1983  acquisition  of  a portion  of  Endata's  Medical 
Division,  CyCare  now  offers  additional  processing  services  primarily  to 
smaller  medical  practices.  Services  include  data  entry  of  patient  information 
for  processing  and  facilities  management  contracts  involving  processing, 
billing,  and  reporting  services  for  small  practices. 

INDUSTRY  MARKETS 

• One  hundred  percent  of  CyCare's  1982  revenue  was  derived  from  the  medical 
industry,  primarily  from  medical  group  practices  with  two  or  more  physicians. 

GEOGRAPHIC  MARKETS 

• Virtually  all  of  CyCare's  1982  revenue  was  derived  from  clients  located  in  37 
states. 

• U.S.  regional  sales/service  offices  are  located  in  Atlanta,  Cherry  Hill  (NJ), 
Chicago,  Dallas,  Denver,  Miami,  Minneapolis,  Portland,  San  Diego,  and 
Spokane. 

• CyCare  100  Systems  Group  is  headquartered  in  Portland. 

• CyCare  Systems  Canada  Ltd.  is  headquartered  in  Willowdale,  Ontario. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• CyCare  has  the  following  systems  installed  at  its  Dubuque  and  Spokane  data 
centers. 

Four  IBM  4341s,  running  under  DOS,  are  used  for  network  processing. 

Five  Honeywell  Level  6s,  running  under  GCOS,  are  used  for  product 
development. 

• CyCare's  network  is  accessed  via  WATS  and  leased  lines. 
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CYCARE  SYSTEMS,  INC. 

520  Dubuque  Building 
Dubuque,  I A 52001 
(319)  556-3131 


Jim  H.  Houtz,  Chairman  and 
President 

Public  Corporation,  OTC 
Total  Employees:  265 
Total  Revenue,  Fiscal  Year 
End  12/31/80:  $14,808,380 


PRINCIPAL  BUSINESS 

• CyCare  Systems,  Inc.  was  founded  by  Jim  Houtz  in  1969  as  Computer 
Consulting  Services,  Inc.  (CCS).  In  1977,  CCS  merged  with  Computer  Medical 
Corporation  of  Spokane  (WA)  to  form  CyCare  Systems,  Inc.  CyCare  was 
reincorporated  in  1981  in  Delaware. 

CyCare  currently  provides  processing  services  and  turnkey  systems  to 
approximately  300  physicians  and  medical  group  clients  in  35  states  and 
Canada. 

• In  September  1981,  CyCare  made  its  first  public  stock  offering  of  550,000 
shares  of  common  stock,  generating  an  estimated  $3.1  million  in  net  proceeds. 


FINANCIALS  ($  thousands,  except  per  share  data) 
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CYCARE  SYSTEMS,  INC. 

Dubuque  Building,  Suite  520 
Dubuque,  I A 52001 
(319)  556-3131 


Jim  H.  Houtz,  President 
Private  Corporation 
Total  Employees:  220 
Total  Revenues  Fiscal  Year  End 


12/31/78:  $11,297,308 


THE  COMPANY 

• Computer  Consulting  Services,  Inc.  (CCS)  was  founded  in  1968  by  Jim  Houtz  as 
a service  bureau  offering  general  business  and  utility  processing  services  for 
local  businesses.  In  1970,  the  company  began  to  specialize  in  processing 
services  for  medical  clinics.  The  company  now  offers  remote  batch  and 
interactive  remote  computing  services  to  approximately  235  medical  clinics 
and  20  hospitals. 

• A merger  agreement  between  CCS  and  Computer  Medical  Corporation  of 
Spokane,  Washington  was  finalized  on  December  30,  1978.  Computer  Medical's 
annual  revenues  were  $2.4  million  at  the  time  of  the  merger.  As  a result  of 
the  merger,  the  company  changed  its  name  to  CyCare  Systems,  Inc.  in  1979. 

• CyCare's  1978  revenues  increased  58%  over  1977.  Twenty-four  percent  was 
from  internal  growth  and  34%  from  the  acquisition  of  Computer  Medical.  A 
financial  summary  follows: 


CYCARE,  INC. 

FIVE  YEAR  FINANCIAL  SUMMARY 
($  Thousand) 


-^FISCAL  YEAR 

ITEM 

1978 

1977 

1976 

1975 

1974 

Total  revenues 

$11,297 

$7,159 

$5,771 

$4,037 

$2,512 

Percent  increase  from 
previous  year 

58% 

24% 

43% 

61% 

- 

• CyCare's  220  employees  are  divided  as  follows: 


Operations 

Marketing 

Sales  10 

Support  20 

Computer  services 
Administration 


I 10 

30 


60 

20 
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• CyCare's  major  competitors  include  Science  Dynamics,  Edelman  Systems,  IBM, 
and  Medical  Computer  Systems. 


KEY  PRODUCTS  AND  SERVICES 

• CyCare  offers  both  remote  batch  and  interactive  processing  services. 
Approximately  75%  of  its  revenues  are  derived  from  remote  batch  and  25% 
from  interactive  computing  services. 

• All  application  software  has  been  developed  by  the  company.  Applications 
available  on  CyCare's  network  service  are: 

Interactive  Patient  Scheduling. 

Interactive  Registration. 

Interactive  Patient  Accounting. 

Third  Party  Insurance  Reports. 

Payroll. 

Accounts  Receivable. 

Accounts  Payable. 

General  Ledger. 

Supplies  Inventory. 

Census  and  ADT. 

• The  company  maintains  data  centers  in  Dubuque  and  Spokane. 

The  Dubuque  center  offers  both  interactive  and  remote  batch  proces- 
sing. Approximately  98%  of  its  customers  are  medical  clinics,  1%  are 
hospitals,  and  1%  are  local  business  accounts. 

The  Spokane  center  only  provides  remote  batch  services.  Their 
customers  are  evenly  divided:  50%  hospitals  and  50%  medical  clinics. 

• In  1978,  the  company  announced  a user  site  hardware  offering  using  Honeywell 
Level  6 minicomputers.  Called  COMET,  (Computer  On-line  Medical  Entry 
Terminal),  the  system  offers  the  same  application  software  as  that  available 
on  the  network  service. 

CyCare  considers  its  user  site  hardware  offering  a true  distributed 
processing  system.  Interactive  applications  are  available  for  immediate 
processing  while  the  production  runs  are  transmitted  and  processed  at 
the  CyCare  data  center. 

. Cost  of  COMET  ranges  from  $65,000  to  $200,000.  Twelve 
systems  are  currently  installed  in  medical  clinics. 


INDUSTRY  MARKETS 

• Approximately  100%  of  CyCare's  computer  services  revenues  are  derived  from 
the  medical  industry:  10%  from  hospitals,  85%  from  medical  clinics,  and  5% 

from  physicians'  offices. 
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GEOGRAPHIC  MARKETS 

• CyCare  provides  services  to  approximately  30  states.  The  majority  of  its 
customers  are  concentrated  in  the  Midwest,  Northwest  and  Southeastern 
regions. 

• Sales  offices  are  maintained  in  Cherry  Hills  (NJ),  Atlanta,  Chicago,  San 
Francisco  and  Portland.  A new  sales  office  is  planned  for  this  year  for  Dallas 
or  Houston. 


COMPUTER  HARDWARE 

• The  company  has  two  IBM  System/370  Model  155s  and  one  IBM  System/360 
Model  65  in  Dubuque,  and  one  IBM  System/360  Model  65  in  Spokane.  The 
operating  systems  are  Pansophic  and  DOS/MVT.  CyCare  uses  Cincom's 
TOTAL  as  its  data  management  software. 

• The  network  consists  of  OUT-WATS  (for  polling  terminals)  and  leased  lines. 
CyCare's  interactive  services  use  leased  lines  for  file  creation  and 
maintenance. 
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DA  Consulting  Group — 

SAP  Services 

Contact  Information: 
Patrick  Newton 

DA  Consulting  Group 

President  & Chief  Operating  Officer 

12200  NW  Freeway,  Suite  200 

Brett  Spector 

Director  of  Business  Development 

Houston,  TX  77092 

Tel:  (713)682-3393 

The  following  profile  outlines  the  services  and 
support  offered  by  DA  Consulting  Group  to  its 
clients  for  SAP  services. 

Company  Background 

DA  Consulting  Group  (DACG)  was  formed 
in  Houston,  Texas  in  1984  by  Val  Pierpont 
as  Documentation  Associates  (DA).  DA 
focused  providing  documentation  and 
training  services.  It’s  clients  included  some 
of  Houston’s  largest  corporations. 

Two  years  later,  in  1986,  Pierpont  moved  to 
the  UK  to  start  the  London  branch.  In  1988 
the  London  office  was  awarded  the 
development  and  delivery  of  turn-key 
training  and  documentation  services  in 
connection  with  the  first  English  language 


implementation  of  SAP  R/2  in  the  UK.  The 
client  was  Esso  UK  petroleum  company. 
This  event  marked  the  start  of  DA’s 
evolution  as  the  world’s  leading  provider  of 
end-user  educational  services  in  connection 
with  SAP  implementations.. 

By  1996,  DA  had  evolved  into  a 
comprehensive  consulting  organization 
providing  state-of-the-art  services  around 
online  content,  training  and  change 
communications.  To  more  accurately  reflect 
its  current  strategic  position  and  breadth  of 
services,  in  the  summer  of  1996, 
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Documentation  Associates  changed  it’s 
name  to  DA  Consulting  Group  in  the 
summer  of  1996. 

Today,  DACG  is  a global  organization  of 
over  400  consultants.  Worldwide 
headquarters  is  in  Houston,  Texas  with  14 
offices  strategically  located  throughout 
North  America,  Europe,  South  Africa  and 
Australia. 

Total  worldwide  revenue  for  the  twelve 
months  ended  December  31,  1996  was 
approximately  $24  million. 

SAP  Activities 

DACG  was  awarded  is  first  SAP 
engagement  in  1988.  DACG  provided 
complete,  turn-key  documentation  and 
training  material  development  and  delivery 
services  to  Esso  UK.  Since  that  time,  DACG 
SAP  practice  has  grown  exponentially. 
Today,  DACG  is  widely  viewed  as  the 
standard  for  knowledge  management 
solutions  in  connection  with  SAP 
implementations . 

Nearing  its  tenth  year  of  providing  services 
to  clients  implementing  SAP,  DA  Consulting 
Group  has,  on  a turn-key  basis,  developed 
and  delivered  online  content,  training  and 
communication  materials  for  more  than  100 
SAP  implementations,  the  majority  of 
clients  are  Fortune  500  companies.  In 
connection  with  SAP  implementations, 
DACG  continues  to  maintain  long-term 
relationships  with  many  of  its  clients  whose 
implementation  needs  span  multiple 
divisions  and  time  periods. 

DACG  has  been  an  SAP  National 
Implementation  Partner  since  1993. 


Revenue  from  SAP  Services 

For  the  twelve  months  ended  December  31, 
1996,  DA  Consulting  Group  earned 
approximately  75%  of  its  total  revenue,  or 
$20  million  from  SAP  related  work 

Employees 

Currently,  DACG  has  450  SAP  staff 
worldwide  and  250  SAP  staff  in  the 
Americas. 

DACG  SAP  Staff  (by  DACG  operational 
title): 

Operations  Manager  (>4  yrs.  Exp.)  30 

Project  Manager  (>2  yrs.  Exp.)  200 

Staff  Consultants  (>6  mos.  Exp.)  220 

All  DACG  new  hire  consultants  are  given  an 
intensive  two  week  training  program 
conducted  at  DACG’s  internal  training 
facility  in  Houston.  DACG  has  developed  a 
training  program  around  its  Cornerstone 
Methodology.  The  training  program 
provides  thorough  training  on  the  SAP 
application  architecture  and  functionality  in 
the  context  of  DACG’s  core  competency 
products  and  services,  end  user  education. 

DACG  new  hire  consultants  come  from  a 
diverse  set  of  backgrounds  such  as  IT 
industry,  SAP  implementation  practices, 
instructional  design  and  training 
professionals,  and  college  graduates  with 
majors  such  as  computer  science,  English, 
journalism  and  business  management.  All 
DACG  consultants  are  full  time  employees. 

DACG  consultants  are  organized  around 
geographic  organizational  entities  - 
Americas,  Europe,  South  Africa/Middle 
East,  Australia/Asia  Pacific.  DACG,  in 
response  to  an  engagement’s  requirements 
for  a particular  skill  or  resource,  often 
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deploys  consultants  between  geographic 
locations. 

Many  of  DACG’s  clients  are  global  in  nature 
and  required  a coordinated  effort  among  all 
DACG  branches  to  effectively  develop  and 
deliver  education  to  a global  organization. 

Services 

DACG  provides  a range  of  consulting 
services  and  products  focused  on 
maximizing  both  end  user  and 
organizational  performance.  Turn-key 
solutions  include  development  and  delivery 
of  customized  end  user  system 
documentation  and  training  materials,  as 
well  as  change  communication  and  training 
delivery  services. 

While  all  deliverables  created  during  an 
engagement  are  customized  to  the  unique 
configuration  of  SAP  around  the  client’s 
business  processes,  DACG  brings  an 
industry  leading  set  of  tools  and 
methodologies  which  ensure  maximum 
value  for  the  client’s  educational 
investment. 

Intellectual  Assets  of  DACG 

1.  Cornerstone  Methodology.  An  end  to 
end  methodology  for  development  and 
delivery  of  end  user  education  solutions. 
From  assessing  a clients  needs  to 
developing  online  intranet  based 
materials  to  scheduling  and  conducting 
training  in  any  size  organizations,  DACG 
has  taken  its  10  years  of  SAP  project 
experience  and  produced  Cornerstone. 

All  consultants  are  trained  in  the 
methodology  which  is  continuously 
updated  to  reflect  advancements  in 
implementation  dynamics,  technology, 
instructional  design  and  educational 
theory. 


2.  DA  Foundation  and  Team  Teach. 
Foundation  and  Team  Teach  are 
libraries  of  template  documentation  and 
training  material  that  cover  just  about 
every  transaction  and  topic  area  of  R/3. 
These  libraries,  which  are  continuously 
improved  and  updated  allow  DACG 
consultants  to  focus  on  the  most  value 
added  activities:  1)  accurately  capturing 
the  design  of  your  system  and  the 
processes  you  have  created  to  run  your 
business  and  2)  placing  and  delivering 
that  data  in  a form  and  medium  proven 
to  be  most  effective  in  giving  your  users 
the  information  they  need  when  they 
need  it,  whether  the  need  is  during 
system  design  and  configuration, 
training  or  in  the  go  live  environment. 

3.  DA  PAS  Technology.  Simply  put,  DACG 
has  developed  proprietary  technology 
that  allows  organizations  to  develop  true 
just-in-time  support  to  the  R/3  user.  DA 
PAS  allow  transaction  level  context 
sensitive  linking  of  R/3  to  deliverables 
created  by  DACG. 

The  distribution  of  DACG’s  client  base  has 
mirrored  the  client  base  of  SAP.  Most  of 
DACG  clients  are  large,  complex 
organizations  with  end  user  populations 
ranging  from  1000  to  30000.  Many  of  these 
clients  are  multinational  and  DACG 
deliverables  correspondingly  are  developed 
in  multiple  languages  and  formats  as  the 
specific  needs  of  localized  operations  dictate. 

DACG  is  also  committed  to  providing 
services  to  the  middle  market.  Many  middle 
market  clients  are  utilizing  SAP’s  ASAP 
implementation  methodology.  DACG 
successfully  provided  services  to  one  of 
SAP’s  flagship  ASAP  implementations. 
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While  DACG  typically  contracts  directly 
with  the  SAP  client,  deliverables  are  created 
with  inputs  coming  directly  from  project 
teams.  As  such,  DACG  works  closely  with 
the  client  members  of  the  team  and  the 
client’s  implementation  partner.  DACG  has 
worked  on  engagements  with  all  of  the 
global  and  many  of  the  national 
implementation  partners. 

Industry  Knowledge  and  References 

DACG  has  created  and  delivered  complete 
end  user  educational  solutions  to  clients  in  a 
wide  range  of  vertical  markets: 

• Electronics 

• Process  Manufacturing 

• Consumer  Packaged  Goods  Manufacturing 

• Pharmaceutical 

• Energy 

• Banking 

• Services  Education 

As  previously  mentioned,  DACG  has 
provided  turn  key  services  to  over  100 
clients  implementing  SAP,  many  of  whom 
are  in  the  Fortune  500.  Below  are  a selected 
list: 

• Compaq 

• Exxon 

• Mobil  Oil 

• Hewlett  Packard 

• Morgan  Grenfell 


• Cadbury-Schweppes 

• Massachusetts  Institute  of  Technology 

Strategic  Positioning 

Special  Strengths 

• Capable  of  providing  end  user  educational 
services  to  implementations  of  any  size, 
complexity,  or  geographic  proximity 

• 10  Years  of  SAP  project  experience 
captured  in  the  Cornerstone  Methodology 

• DA  Foundation  and  DA  Team  Teach 
template  libraries 

• DA  PASS  technology  enabling  solutions  to 
be  delivered  context  sensitive 

• Emphasis  on  Knowledge  transfer  to  client 
to  ensure  successful  maintenance  and 
ownership  of  solution. 

Competition 

Primary  competition  for  DACG  often  comes 
from  Big  Six  consulting  firms.  Big  Six 
competitors  (and  partners)  vary  from 
continent  to  continent  and  from  region  to 
region.  In  the  Americas,  there  is  also  some 
smaller  scale  competition  from  companies 
such  as  DDS  and  RWD. 

Global/Target/ Obj  ecti  ves 

DACG  desires  to  remain  the  number  one 
firm  in  the  field  of  end  user  education  in 
connection  with  SAP  implementations.  To 
achieve  this,  it  shall  continue  to  innovate 
and  maintain  the  highest  qualified 
consultants  in  the  industry 
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Exhibit  1 


SAP  Modules 


SAP  Modules 

Client 

Prod. 

M 

M 

P 

M 

P 

P 

FI 

s 

D 

F 

A 

c 

0 

p 

s 

H 

R 

F 

M 

End 

Users 

Principal  Services 

Cadbury- 

Schweppes 

R/3 

X 

X 

X 

X 

X 

X 

600 

Development  of  On  Line 
Documentation,  Training  Materials, 
Delivery  of  Training,  Change 
Communications 

Compaq 

R/3 

X 

X 

X 

X 

X 

X 

X 

5,000 

Development  of  On  Line 
Documentation,  Training  Materials, 
Delivery  of  Training,  Change 
Communications.  Materials 
converted  to  HTML  and  integrated 
with  intranet 

Cultor 

R/3 

X 

X 

X 

X 

500 

Flagship  ASAP  implementation. 
Development  of  On  Line 
Documentation,  Training  Materials, 
Delivery  of  Training,  Change 
Communications 

MIT 

R/3 

X 

X 

X 

X 

X 

X 

1,000 

Development  of  On  Line 
Documentation,  Training  Materials, 
Delivery  of  Training,  Change 
Communications.  Documentation 
developed  in  HTML,  deployed  over 
Internet 

BFI 

R/3 

X 

X 

X 

X 

X 

X 

X 

1000 

Development  of  On  Line 
Documentation,  Training  Materials, 
Delivery  of  Training,  Change 
Communications.  All  deliverables 
created  and  delivered  in  HTML  Beta 
site  of  DA  PASS 

AMP 

R/3 

X 

X 

X 

X 

X 

X 

X 

500 

Development  of  On  Line 
Documentation,  Training  Materials, 
Delivery  of  Training,  Change 
Communications.  All  deliverables 
created  and  delivered  in  HTML,  Using 
DA  PASS 

Source:  D.A.  Consulting  Group 
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Diba,  Inc. 


3355  Edison  Way 
Menlo  Park,  CA  94025 
Phone:  (415)482-3300 

Fax:  (415)482-3400 
Internet:  http://www.diba.com 


Chairman:  Farid  Dibachi 

President  & CEO:  Farzad  Dibachi 

Status:  Private 

Employees:  85  (6/97) 

Fiscal  Year  End:  12/31/96 


Key  Points 

• Diba  is  a software  technology  company 
dedicated  to  making  information  more 
accessible  to  more  people  through 
information  appliances.  The  company’s 
software  includes  a portable  microkernel, 
foundation  software,  and  end-user 
applications. 

• In  November  1996,  Diba  announced  the 
opening  of  its  first  international  office  in 
Reading  (U.K.).  Nigel  Seed,  the  former 
Managing  Director  of  Silicon  Graphics 


Wavols  Court 
Swallowfield,  Reading 
Berkshire  RG71PY 
U.K. 


U.K.,  is  the  Vice  President  for  European 
Operations. 

Company  Description 

Founded  in  1995,  Diba  is  a software 
technology  provider  for  the  information 
appliance  marketplace.  Diba  has  created  an 
open,  end-to-end  architecture  for  the 
development  and  delivery  of  information 
appliances  and  services. 

The  company  also  sells  complete 
manufacturers’  kits  for  Internet  set  tops  and, 
soon,  Internet  phones. 

Organization  and  Structure 

The  company’s  key  executives  are  listed  in  the 
table  below. 
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Diba,  Inc. 
Key  Executives 


Name 

Title 

Farid  Dibachi 

Chairman  & EVP, 
Development 

Farzad  Dibachi 

President  & CEO 

Albin  Moschner 

Vice  Chairman  & VP, 
Corporate  Development 

Joe  Gillach 

VP,  Marketing 

Diba  is  headquartered  in  Menlo  Park  (CA), 
and  has  offices  in  Chicago  (IL),  Colorado 
Springs  (CO),  and  Reading  (U.K.). 

Employees 

Diba  currently  has  85  employees,  compared  to 
65  employees  as  of  September  1996. 

Company  Strategy 

Diba  is  committed  to  providing  the  software 
operating  environment  and  end-user 
applications  for  information  appliances. 

Diba’s  strategy  is  to  bring  the  Internet  to 
consumers  in  the  form  of  easy-to-use, 
affordable  devices.  Diba  has  developed  the 
Diba™  Information  Appliance  Suite,  which 
can  run  any  Internet  device  on  any  platform. 
The  suite  includes  a microkernel,  foundation 
software,  application  modules,  and  end-user 
applications,  such  as  Diba  Mail  and  Diba 
Browser.  The  suite  is  customizable  and 
modular:  Companies  can  use  all  or  part  of  it 
in  their  information  appliances. 

Diba  also  sells  turnkey  manufacturers’  kits 
that  help  manufacturers  bring  Internet  set 
tops  and,  soon,  Internet  phones  to  market 
quickly. 

Diba’s  mission  is  to  provide  information 
appliances  that  fulfill  three  needs  not 
currently  being  met  by  PCs: 


• Simple  to  set  up — The  user  only  has  to 
turn  it  on  to  initiate  a session,  and  no 
configuration  is  necessary. 

• Easy  to  use — The  application  guides  the 
user  through  a session,  offering  only  the 
relevant  options  with  colored  action 
buttons  and  a highly  graphical  user 
interface. 

• Affordable — Because  information 
appliances  are  optimized  to  support  one 
application,  they  are  inexpensive  to 
manufacture. 

Diba  OpenArchitecture  allows  its  systems  to 
be  portable  to  any  microprocessor  or  any  real- 
time microkernel,  interoperable  with  any  ISP, 
and  customizable. 

Market  Financials 

Diba  licenses  its  software  to  consumer 
electronics  companies,  manufacturers,  and 
other  companies  that  build  information 
appliances  for  consumer  and  enterprise  users, 
both  domestically  and  internationally. 
Additionally,  Diba  provides  consulting 
services  to  companies  wanting  to  bring  highly 
customized  appliances  to  market. 

Key  Products  and  Services 

Diba's  business  model  is  to  develop  software 
technologies  and  license  them  and  the  turnkey 
manufacturers’  kits  to  companies  that  will  in 
turn  create  information  appliances.  This 
model  has  already  been  implemented  with 
Samsung,  Panasonic,  Proxima,  LodgeNet, 
NEC,  Motorola,  Mitsubishi,  and  SAMPO. 

In  addition  to  developing  the  Diba  Application 
Foundation,  a proprietary  operating 
environment  that  Diba  is  licensing  to  its 
partners,  Diba  has  created  several  product 
prototypes  and  is  working  with  manufacturers 
to  bring  them  to  market.  These  prototypes 
include  the  following  products: 
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• Diba™  Information  Appliance  Suite  is  a 
suite  of  software,  including  foundation 
software  and  end-user  applications  such  as 
a Web  browser  and  an  e-mail  application. 
Diba  licenses  all  parts  of  the  modular  suite 
to  companies  wanting  to  produce 
information  appliances  or  enhance  their 
existing  services. 

• Diba™  Internet  Set  Top  Manufacturers 
Kit  is  a turnkey  solution  that  contains  all 
the  hardware  designs  and  software 
manufacturers  need  to  produce  Diba- 
enabled  Internet  set-top  devices. 

Diba  has  also  created  several  product 
prototypes  and  is  working  with  manufacturers 
to  bring  them  to  market.  They  include: 

Diba™  Mail  combines  electronic  mail  with  a 
standard  communications  terminal  and  phone 
into  a compact  unit. 

Diba™  Kitchen  is  a compact  kitchen  appliance 
that  can  provide  users  with  stereo,  CD,  audio, 
or  television  and  give  cooks  access  to  a 
graphical  recipe  and  nutrition  database.  The 
appliance  can  be  mounted  under  a cabinet  or 
placed  on  a countertop. 

Diba ™ Financial  Assistant  is  an  electronic 
banker,  stockbroker,  tax  advisor,  and 
bookkeeper.  It  can  organize  confidential 
financial  information  as  a personal  on-line 
desktop  device. 

Diba ™ Tour  Director  is  a portable  travel  mate 
that  has  functions  including  booking  hotel 
rooms  and  making  restaurant  reservations. 

Diba™  Yellow  Pages  is  an  electronic  directory. 
It  allows  access  to  information  found  in  the 
Yellow  Pages. 


Marketing  and  Sales 

Diba  markets  Diba-based  information 
appliances  with  its  manufacturing  partners. 
The  company  has  also  created  a Web  site  to 
educate  potential  prospects. 

Diba  directly  licenses  its  software  to  consumer 
electronics  manufacturers.  The  company  uses 
an  in-house  sales  organization  to  sell  its 
technology,  and  is  also  working  with  resellers, 
systems  integrators,  and  overseas 
distributors. 

Clients 

Companies  using  Diba  technology  to  develop 
products  include  Samsung,  LodgeNet, 
Panasonic,  and  Proxima  Corporation. 

Alliances 

Diba  has  established  individual  alliances  to 
foster  the  development  of  information 
appliances  using  Diba  technology.  The 
company  has  also  created  a program,  Diba 
Innovators  Alliance,  to  help  bring  information 
appliances  to  market. 

Over  20  of  the  largest  U.S.  ISPs  have  joined 
the  Diba  ISP  Certification  Program  and  over 
100  content  companies  have  joined  the  Diba 
Content  Program. 

Individual  alliances  include  the  following: 

• In  June  1997,  DOT  Matrix  Limited 
announced  that  it  will  use  Diba’s  Open 
Software  Suite  as  the  foundation  for  its 
DOT  device,  a consumer  Internet  terminal 
targeted  at  information  providers 
worldwide.  The  first  DOT  terminals  based 
on  Diba’s  software  will  be  available  in  the 
third  quarter  of  1997. 

• In  May  1997,  the  Taiwan-based  SAMPO 
Group  partnered  with  Diba  to  sell  Diba- 
enabled  Internet  television  set-top  devices 
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in  retail  outlets  under  its  own  brand  name 
in  China  and  Taiwan.  The  SAMPO  Group 
has  agreed  to  manufacture  and  distribute 
the  devices  to  Internet  service  providers 
and  through  nonretail  channels  in  the  U.S. 

• In  May  1997,  DynaLab,  Inc.  entered  a 
partnership  with  Diba  to  resell  and 
distribute  Diba’s  software  and  technology 
to  Asia-based  consumer  electronics 
companies,  manufacturers,  and  service 
providers. 

• LodgeNet  Entertainment  Corporation  and 
Diba  have  worked  collaboratively  on  the 
development  of  a test  system  for  an 
Internet  browser  product  based  on 
LodgeNet’s  b-LAN  system  architecture.  In 
March  1997,  LodgeNet  announced  the 
installation  of  one  such  test  system. 

• In  November  1996,  Mitsubishi  Electronics 
America,  Inc.  and  Diba  announced  an 
agreement  to  collaborate  on  a technology 
platform  intended  to  reduce  the 
component  costs  of  information  appliances 
by  as  much  as  50%  while  providing 
significant  performance  gains. 

• Zenith  Electronics  Corporation  and  Diba 
have  jointly  developed  NetVision,  an 
Internet-enabled  television. 

• NEC  selected  Diba’s  software  technology 
for  use  in  conjunction  with  NEC’s  new 
RISC  microprocessors  targeted  for  use  by 
information  and  Internet-based  appliance 
manufacturers. 

• Proxima  Corporation  selected  Diba’s 
software  technology  to  Internet-enable  its 
overhead  viewing  product  line. 

Diba  Innovator’s  Alliance  (DIA) — Diba 

envisions  DIA  as  a medium  for  providing 

everyone  who  wants  to  participate  in 


appliance  creation  with  the  resources  they 
need. 

• DIA  is  targeted  at  application  developers, 
consumer  electronics  providers, 
manufacturers,  hardware  technology 
providers,  and  distributors. 

• In  June  1997,  Diba  announced  that  eleven 
of  the  largest  U.S.  Internet  service 
providers  (ISPs)  had  joined  the  Diba  ISP 
Certification  Program  and  have  had  their 
Internet  services  tested  and  verified  as 
compatible  with  the  Diba  Information 
Appliance  Software  Platform.  These 
companies  include  AT&T  WorldNet 
Service,  Bell  Atlantic  Internet  Solutions, 
Best  Internet  Communications,  Inc., 
Concentric  Network  Corporation, 
EarthLink  Network,  Inc.,  GTE,  IBM 
Global  Services,  Metricom,  Pacific  Bell 
Internet  Services,  PSI  Net,  Inc.,  and 
Southwestern  Bell  Internet  Services,  Inc. 

Competition 

Although  Diba  is  focusing  on  being  the  sole 
provider  of  a broad  software  operating 
environment  for  the  information  appliance 
marketplace,  the  company  foresees 
competition  in  vertical  markets. 

Diba  identifies  the  following  companies  as 
potential  vertical  competitors:  Microsoft 
Windows  CE,  WebTV,  and  Navio. 

Assessment 

Diba  feels  that  its  strengths  include  the 
following: 

• Open  system:  Diba’s  open  system  works 
with  any  ISP  and  enables  Diba’s  software 
to  be  compatible  with  any  platform  and  to 
run  any  type  of  information  appliance. 
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• Modular:  The  Diba  software  is  modular, 
allowing  developers  to  license  any 
combination  of  software  functionality. 

• Portable:  Developers  can  use  an  existing 
microprocessor/microkernel  combination 
or  create  new  platforms.  The  portability  of 
Diba’s  software  also  allows  cross-platform 
development. 

• Complete:  Diba  offers  complete  end-user 
applications  that  can  be  used  as  is  or 
customized.  Any  element  of  the  Diba 
software  can  be  customized.  Each  element 
has  an  open  API  for  extensibility. 
Manufacturers’  kits  provide  business 


opportunities  to  companies  wanting  to 
bring  Internet  set  tops  to  the  market. 

• Compact:  The  Diba  software  architecture 
is  compact  and  requires  a very  small 
footprint,  allowing  the  creation  of 
information  appliances  at  consumer  prices 
under  $300. 

The  company  feels  that  its  challenges  for  the 
future  include  maintaining  open  standards  for 
all  parts  of  the  software  as  more  proprietary 
systems  are  released  by  other  companies  and 
partnering  with  “best-of-breed”  server 
companies  to  provide  enhanced  server 
technologies  to  information  appliance  users. 
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December  1997 

DA  Consulting  Group — 
SAP  Services 

Contact  Information: 

Patrick  Newton 

President  & Chief  Operating  Officer 
Brett  Spector 

Director  of  Business  Development 

The  following  profile  outlines  the  services  and 
support  offered  by  DA  Consulting  Group  to  its 
clients  for  SAP  services. 

DA  Consulting  Group 
12200  NW  Freeway,  Suite  200 
Houston,  TX  77092 

Tel:  (713)682-3393 

Company  Background 

DA  Consulting  Group  (DACG)  was  formed 
in  Houston,  Texas  in  1984  by  Val  Pierpont 
as  Documentation  Associates  (DA).  DA 
focused  providing  documentation  and 
training  services.  It’s  clients  included  some 
of  Houston’s  largest  corporations. 

Two  years  later,  in  1986,  Pierpont  moved  to 
the  UK  to  start  the  London  branch.  In  1988 
the  London  office  was  awarded  the 
development  and  delivery  of  turn-key 
training  and  documentation  services  in 
connection  with  the  first  English  language 


implementation  of  SAP  R/2  in  the  UK.  The 
client  was  Esso  UK  petroleum  company. 
This  event  marked  the  start  of  DA’s 
evolution  as  the  world’s  leading  provider  of 
end-user  educational  services  in  connection 
with  SAP  implementations.. 

By  1996,  DA  had  evolved  into  a 
comprehensive  consulting  organization 
providing  state-of-the-art  services  around 
online  content,  training  and  change 
communications.  To  more  accurately  reflect 
its  current  strategic  position  and  breadth  of 
services,  in  the  summer  of  1996, 
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Documentation  Associates  changed  it’s 
name  to  DA  Consulting  Group  in  the 
summer  of  1996. 

Today,  DACG  is  a global  organization  of 
over  400  consultants.  Worldwide 
headquarters  is  in  Houston,  Texas  with  14 
offices  strategically  located  throughout 
North  America,  Europe,  South  Africa  and 
Australia. 

Total  worldwide  revenue  for  the  twelve 
months  ended  December  31,  1996  was 
approximately  $24  million. 

SAP  Activities 

DACG  was  awarded  is  first  SAP 
engagement  in  1988.  DACG  provided 
complete,  turn-key  documentation  and 
training  material  development  and  delivery 
services  to  Esso  UK.  Since  that  time,  DACG 
SAP  practice  has  grown  exponentially. 

Today,  DACG  is  widely  viewed  as  the 
standard  for  knowledge  management 
solutions  in  connection  with  SAP 
implementations . 

Nearing  its  tenth  year  of  providing  services 
to  clients  implementing  SAP,  DA  Consulting 
Group  has,  on  a turn-key  basis,  developed 
and  delivered  online  content,  training  and 
communication  materials  for  more  than  100 
SAP  implementations,  the  majority  of 
clients  are  Fortune  500  companies.  In 
connection  with  SAP  implementations, 

DACG  continues  to  maintain  long-term 
relationships  with  many  of  its  clients  whose 
implementation  needs  span  multiple 
divisions  and  time  periods. 

DACG  has  been  an  SAP  National 
Implementation  Partner  since  1993. 


Revenue  from  SAP  Services 

For  the  twelve  months  ended  December  31, 
1996,  DA  Consulting  Group  earned 
approximately  75%  of  its  total  revenue,  or 
$20  million  from  SAP  related  work 

Employees 

Currently,  DACG  has  450  SAP  staff 
worldwide  and  250  SAP  staff  in  the 
Americas. 

DACG  SAP  Staff  (by  DACG  operational 
title): 

Operations  Manager  (>4  yrs.  Exp.)  30 

Project  Manager  (>2  yrs.  Exp.)  200 

Staff  Consultants  (>6  mos.  Exp.)  220 

All  DACG  new  hire  consultants  are  given  an 
intensive  two  week  training  program 
conducted  at  DACG’s  internal  training 
facility  in  Houston.  DACG  has  developed  a 
training  program  around  its  Cornerstone 
Methodology.  The  training  program 
provides  thorough  training  on  the  SAP 
application  architecture  and  functionality  in 
the  context  of  DACG’s  core  competency 
products  and  services,  end  user  education. 

DACG  new  hire  consultants  come  from  a 
diverse  set  of  backgrounds  such  as  IT 
industry,  SAP  implementation  practices, 
instructional  design  and  training 
professionals,  and  college  graduates  with 
majors  such  as  computer  science,  English, 
journalism  and  business  management.  All 
DACG  consultants  are  full  time  employees. 

DACG  consultants  are  organized  around 
geographic  organizational  entities  - 
Americas,  Europe,  South  Africa/Middle 
East,  Australia/Asia  Pacific.  DACG,  in 
response  to  an  engagement’s  requirements 
for  a particular  skill  or  resource,  often 
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deploys  consultants  between  geographic 
locations. 

Many  of  DACG’s  clients  are  global  in  nature 
and  required  a coordinated  effort  among  all 
DACG  branches  to  effectively  develop  and 
deliver  education  to  a global  organization. 

Services 

DACG  provides  a range  of  consulting 
services  and  products  focused  on 
maximizing  both  end  user  and 
organizational  performance.  Turn-key 
solutions  include  development  and  delivery 
of  customized  end  user  system 
documentation  and  training  materials,  as 
well  as  change  communication  and  training 
delivery  services. 

While  all  deliverables  created  during  an 
engagement  are  customized  to  the  unique 
configuration  of  SAP  around  the  client’s 
business  processes,  DACG  brings  an 
industry  leading  set  of  tools  and 
methodologies  which  ensure  maximum 
value  for  the  client’s  educational 
investment. 

Intellectual  Assets  of  DACG 

1.  Cornerstone  Methodology.  An  end  to 
end  methodology  for  development  and 
delivery  of  end  user  education  solutions. 
From  assessing  a clients  needs  to 
developing  online  intranet  based 
materials  to  scheduling  and  conducting 
training  in  any  size  organizations,  DACG 
has  taken  its  10  years  of  SAP  project 
experience  and  produced  Cornerstone. 

All  consultants  are  trained  in  the 
methodology  which  is  continuously 
updated  to  reflect  advancements  in 
implementation  dynamics,  technology, 
instructional  design  and  educational 
theory. 


2.  DA  Foundation  and  Team  Teach. 
Foundation  and  Team  Teach  are 
libraries  of  template  documentation  and 
training  material  that  cover  just  about 
every  transaction  and  topic  area  of  R/3. 
These  libraries,  which  are  continuously 
improved  and  updated  allow  DACG 
consultants  to  focus  on  the  most  value 
added  activities:  1)  accurately  capturing 
the  design  of  your  system  and  the 
processes  you  have  created  to  run  your 
business  and  2)  placing  and  delivering 
that  data  in  a form  and  medium  proven 
to  be  most  effective  in  giving  your  users 
the  information  they  need  when  they 
need  it,  whether  the  need  is  during 
system  design  and  configuration, 
training  or  in  the  go  live  environment. 

3.  DA  PAS  Technology.  Simply  put,  DACG 
has  developed  proprietary  technology 
that  allows  organizations  to  develop  true 
just-in-time  support  to  the  R/3  user.  DA 
PAS  allow  transaction  level  context 
sensitive  linking  of  R/3  to  deliverables 
created  by  DACG. 

The  distribution  of  DACG’s  client  base  has 
mirrored  the  client  base  of  SAP.  Most  of 
DACG  clients  are  large,  complex 
organizations  with  end  user  populations 
ranging  from  1000  to  30000.  Many  of  these 
clients  are  multinational  and  DACG 
deliverables  correspondingly  are  developed 
in  multiple  languages  and  formats  as  the 
specific  needs  of  localized  operations  dictate. 

DACG  is  also  committed  to  providing 
services  to  the  middle  market.  Many  middle 
market  clients  are  utilizing  SAP’s  ASAP 
implementation  methodology.  DACG 
successfully  provided  services  to  one  of 
SAP’s  flagship  ASAP  implementations. 
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While  DACG  typically  contracts  directly 
with  the  SAP  client,  deliverables  are  created 
with  inputs  coming  directly  from  project 
teams.  As  such,  DACG  works  closely  with 
the  client  members  of  the  team  and  the 
client’s  implementation  partner.  DACG  has 
worked  on  engagements  with  all  of  the 
global  and  many  of  the  national 
implementation  partners. 

Industry  Knowledge  and  References 

DACG  has  created  and  delivered  complete 
end  user  educational  solutions  to  clients  in  a 
wide  range  of  vertical  markets: 

• Electronics 

• Process  Manufacturing 

• Consumer  Packaged  Goods  Manufacturing 

• Pharmaceutical 

• Energy 

• Banking 

• Services  Education 

As  previously  mentioned,  DACG  has 
provided  turn  key  services  to  over  100 
clients  implementing  SAP,  many  of  whom 
are  in  the  Fortune  500.  Below  are  a selected 
list: 

• Compaq 

• Exxon 

• Mobil  Oil 

• Hewlett  Packard 

• Morgan  Grenfell 


• Cadbury-Schweppes 

• Massachusetts  Institute  of  Technology 

Strategic  Positioning 

Special  Strengths 

• Capable  of  providing  end  user  educational 
services  to  implementations  of  any  size, 
complexity,  or  geographic  proximity 

• 10  Years  of  SAP  project  experience 
captured  in  the  Cornerstone  Methodology 

• DA  Foundation  and  DA  Team  Teach 
template  libraries 

• DA  PASS  technology  enabling  solutions  to 
be  delivered  context  sensitive 

• Emphasis  on  Knowledge  transfer  to  client 
to  ensure  successful  maintenance  and 
ownership  of  solution. 

Competition 

Primary  competition  for  DACG  often  comes 
from  Big  Six  consulting  firms.  Big  Six 
competitors  (and  partners)  vary  from 
continent  to  continent  and  from  region  to 
region.  In  the  Americas,  there  is  also  some 
smaller  scale  competition  from  companies 
such  as  DDS  and  RWD. 

Global/T  ar  get/ Obj  ecti  ves 

DACG  desires  to  remain  the  number  one 
firm  in  the  field  of  end  user  education  in 
connection  with  SAP  implementations.  To 
achieve  this,  it  shall  continue  to  innovate 
and  maintain  the  highest  qualified 
consultants  in  the  industry 
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SAP  Modules 


SAP  Modules 

Client 
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End 

Users 

Principal  Services 

Cadbury- 

Schweppes 

R/3 

X 

X 

X 

X 

X 

X 

600 

Development  of  On  Line 
Documentation,  Training  Materials, 
Delivery  of  Training,  Change 
Communications 

Compaq 

R/3 

X 

X 

X 

X 

X 

X 

X 

5,000 

Development  of  On  Line 
Documentation,  Training  Materials, 
Delivery  of  Training,  Change 
Communications.  Materials 
converted  to  HTML  and  integrated 
with  intranet 

Cultor 

R/3 

X 

X 

X 

X 

500 

Flagship  ASAP  implementation. 
Development  of  On  Line 
Documentation,  Training  Materials, 
Delivery  of  Training,  Change 
Communications 

MIT 

R/3 

X 

X 

X 

X 

X 

X 

1,000 

Development  of  On  Line 
Documentation,  Training  Materials, 
Delivery  of  Training,  Change 
Communications.  Documentation 
developed  in  HTML,  deployed  over 
Internet 

BFI 

R/3 

X 

X 

X 

X 

X 

X 

X 

1000 

Development  of  On  Line 
Documentation,  Training  Materials, 
Delivery  of  Training,  Change 
Communications.  All  deliverables 
created  and  delivered  in  HTML  Beta 
site  of  DA  PASS 

AMP 

R/3 

X 

X 

X 

X 

X 

X 

X 

500 

Development  of  On  Line 
Documentation,  Training  Materials, 
Delivery  of  Training,  Change 
Communications.  All  deliverables 
created  and  delivered  in  HTML,  Using 
DA  PASS 

Source:  D.A.  Consulting  Group 
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COMPANY  PROFILE 


DMR  GROUP  INC. 

1200  McGill  College  Avenue 
Suite  2300 

Montreal,  Quebec,  Canada 
H3B  4G7 
(514)  877-3301 


Pierre  Y.  Ducros,  Chairman,  President, 
and  CEO 

Public  Corporation 
Total  Employees:  2,124 
Total  Revenue,  Fiscal  Year  End 
5/31/90:  $169,873,000  ($  Cdn.) 


The  Company  DMR  Group  Inc.  provides  a range  of  professional  and  systems 

integration  services  to  commercial  and  government  clients 
worldwide.  The  company  also  offers,  DMR  Productivity  Plus™  its 
systems  development  and  project  management  methodology. 

• DMR  was  founded  in  1973  and  became  a public  corporation  in 
1986.  Its  stock  is  traded  on  the  Montreal  and  Toronto  Stock 
Exchanges. 

• The  company's  services  are  provided  through  four  divisions- 
Canadian,  U.S.  (formed  in  1981),  European  (formed  in  1985), 
and  Australian  (formed  in  1987). 

Total  fiscal  1990  revenue  reached  $169.9  million,  a 34%  increase 
over  fiscal  1989  revenue  of  $126.7  million. 

• Net  losses  of  $442,000  for  fiscal  1990  include  a loss  of  nearly 
$1.6  million  resulting  from  discontinuing  the  sale  of  certain 
time  reporting  and  medical  records  management  products  in 
Europe.  This  business  generated  revenue  of  approximately  $2.4 
million  in  fiscal  1990  and  $1.2  million  in  fiscal  1989. 

• A four-year  financial  summary  follows: 
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DMR  GROUP  INC. 
FOUR-YEAR  FINANCIAL  SUMMARY 
($  millions,  Canadian) 


FISCAL  YEAR 

ITEM 

5/90 

5/89 

5/88 

5/87 

Revenue 

$169.9 

$126.7 

$100.6 

$79.3 

Percent  increase 

from  previous  year 

34% 

26% 

27% 

33% 

Income  before  taxes 

$3.8 

$5.4 

$2.3 

$7.3 

Percent  increase 

(decrease)  from 
previous  year 

(30%) 

135% 

(68%) 

17% 

Net  income  (loss) 

$(0.4) 

$2.6 

$1.4 

$4.0 

Percent  increase 
(decrease)  from 

(a) 

(a) 

previous  year 

(85%) 

86% 

(65%) 

8% 

(a)  Includes  losses  from  discontinued  operations  of  $1.6  million  and  $204, 000  for  fiscal  1990  and 
1989,  respectively. 


DMR  management  attributes  the  growth  in  revenues  to  combined 
growth  of  over  32%  in  the  company's  Canadian,  U.S.,  and 
Australian  divisions. 

• Losses  for  fiscal  1990  were  attributed  to  the  discontinuance  of 
product  sales  in  Europe,  the  prolonged  integration  of  European 
operations  into  one  division,  losses  from  contract  commitments 
preceding  the  acquisitions,  and  increased  interest  charges  on 
bank  loans. 

• Research  and  development  expenditures  were  approximately  $2 
million  during  fiscal  1990,  compared  to  $1.3  million  in  fiscal 
1989.  DMR  plans  to  invest  about  $2  million  in  research  and 
development  during  fiscal  1991. 

In  June  1989,  DMR  acquired  Consulting  Associates  Holding  B.V., 
a consulting  company  based  in  the  Netherlands  which  has  about 
150  employees,  and  branch  offices  in  Switzerland  and  West 
Germany.  The  operations  of  Consulting  Associates  have  been 
merged  into  DMR's  European  division. 

Revenue  for  the  three  months  ending  August  31,  1990  reached 
$46.3  million,  a 21%  increase  over  $38.3  million  for  the  same 
period  in  1989.  Net  income  reached  nearly  $2.4  million,  compared 
to  $1.1  million  for  the  same  period  a year  ago. 
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Key  Products  and 
Services 


• Canadian  Division  revenues  and  operating  income  rose  27% 
and  66%  respectively.  U.S.  Division  revenues  and  operating 
income  rose  42%  and  179%,  respectively,  due  largely  to 
Productivity  Plus  sales. 

As  of  May  31,  1990,  DMR  had  2,124  employees,  segmented  as 
follows: 


Canada 

1,422 

Australia 

353 

Europe 

208 

U.S. 

141 

2,124 

DMR's  primary  competitors  include  Computer  Sciences 
Corporation  and  Computer  Task  Group. 


DMR  reported  that  its  fiscal  1990  revenue  was  derived 
approximately  as  follows: 


Systems  development 

53% 

Consulting 

24% 

Technical  services 

13% 

Training  and  other 

10% 

100% 

• Systems  development  involves  implementing  DMR  Productivity 
Plus™  methodology  to  develop  and  implement  applications. 

• Consulting  services  include  strategic  planning;  feasibility 
studies;  reviews  and  audits  for  development  projects,  data 
processing  operations,  and  technical  design;  organizational 
studies;  and  evaluation  and  acquisition  studies. 

• Technical  services  include  consulting  related  to  developing  or 
reviewing  system  architectures,  data  base  and 
telecommunications  systems,  planning  and  designing  computer 
centers,  disaster  recovery  planning,  software  installation  and 
implementation,  and  migration  services. 

INPUT  estimates  approximately  95%  of  DMR's  fiscal  1990 
revenue  was  derived  from  its  various  professional  services  and  5% 
from  the  licensing  of  DMR  Productivity  Plus™. 

DMR  Productivity  Plus™,  introduced  in  1988,  is  DMR's  systems 
development  methodology  that  stresses  goal-oriented  team 
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management,  integration  of  data  and  process  modeling,  as  well  as 
active  user  participation. 

• User  licenses  for  DMR  Productivity  Plus™  range  from  $50,000 
to  $60,000.  Training  and  client-site  consulting  services  are 
available. 

• DMR  Productivity  Plus™  is  currently  being  used  by  120  DMR 
clients  worldwide.  Clients  include  the  Boeing  Company, 
Northern  Telecom,  MIT,  Chemical  Bank  of  New  York,  the 
National  Mutual  Insurance  Company,  CIBA  Geigy 
Corporation,  R.W.  Johnson  Pharmaceutical  Research  Institute, 
The  Toronto  Dominion  Bank,  and  the  Quebec  government. 

DMR  is  involved  in  a $38  million  partnership  with  the  Quebec 
government  and  key  industry  sectors  to  develop  Macroscope,  an 
information  systems  development  and  management  methodology. 

• When  completed,  Macroscope  will  define  a complete  set  of 
methods,  software  tools,  and  training  programs  needed  to 
master  four  areas  of  effective  information  technology 
management,  termed  DMR  Strategy  Plus™,  DMR 
Architecture  Plus™,  DMR  Productivity  Plus™,  and  DMR 
Benefits  Plus™. 

• DMR  will  develop  the  methods  and  training  programs.  IBM 
Canada,  XA  Systems  Corporation,  La  Societe  Conseil 
LAMBDA  Inc.,  and  Info  Innov  will  provide  the  hardware  and 
develop  the  software  tools. 

DMR  has  served  over  750  clients  and  has  executed  more  than 
3,000  projects  during  1989/90. 

DMR  has  background  in  data/voice/text/image  integration  and 
electronic  funds  transfer  at  point  of  sale,  as  well  as  the  UNIX 
environment. 

Public  Sector: 

Services  provided  to  governments  represented  38%  of 
consolidated  revenue  during  fiscal  1990. 

In  Canada,  contract  examples  include  the  following: 

• For  the  Government  of  Nova  Scotia,  DMR  has  designed  an 
integrated  communications  and  office  automation  network  for 
the  Ministere  des  Communications.  This  province-wide 
network  will  link  27,000  terminals. 
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• With  the  Ville  de  Longueuil,  DMR  continues  to  implement  the 
results  of  its  information  technology  audit,  commissioned  in 
1987,  to  better  align  technology  with  the  city's  overall 
objectives. 

• DMR  has  worked  on  various  assignments  for  Ontario's  Ministry 
of  the  Attorney  General,  including  an  Integrated  Courts 
Offences  Network.  Ontario's  Ministry  of  Health  has 
commissioned  DMR  to  assist  in  a five-year,  $100  million  new 
systems  development  project  to  rebuild  the  province's  entire  set 
of  health  insurance  systems. 

• DMR  has  a multimillion-dollar  contract  with  the  Department 
of  National  Defence  to  develop  and  manage  a facility  to 
provide  engineering  and  project  management  services  to  the 
federal  government's  Director  General-Communications 
Electronics  Engineering  and  Maintenance  Division. 

• For  Alberta's  Forestry,  Lands,  and  Wildlife  Ministry,  DMR  is 
identifying,  evaluating,  and  recommending  options  for  Alberta's 
Land-Related  Information  Systems. 

• In  British  Columbia,  DMR  has  worked  with  the 
Superannuation  Commission  since  1987  to  design,  develop,  and 
implement  a new  pension  payment  system. 

In  Australia,  contract  examples  include  the  following: 

• For  the  Melbourne  and  Metropolitan  Board  of  Works,  DMR 
has  conducted  an  information  technology  Strategy  Planning 
Study  to  ensure  that  information  systems  are  correctly  aligned 
to  support  future  business  strategies.  DMR  has  subsequently 
been  retained  to  assist  in  implementing  the  strategy  through 
integrated  management. 

• Other  Australian  government  clients  include  the  Northern 
Territory  Government,  the  Ministry  of  Police  and  Emergency 
Services  (Victoria),  the  State  Electricity  Commission  of 
Victoria,  and  the  water  Authority  of  Western  Australia. 

In  the  U.S.,  DMR  was  awarded  a contract  by  the  Los  Angeles 

Department  of  Water  and  Power  to  perform  a number  of  projects 

aimed  at  increasing  internal  efficiency  and  customer  service. 

Financial  Services: 

Services  provided  to  banks  and  financial  institutions  contributed 

21%  to  total  revenue  during  fiscal  1990. 
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Contract  examples  include  the  following: 

• During  the  year,  DMR  was  awarded  a major  contract  with  the 
Chemical  Bank  Corporation  to  develop  corporate  systems 
architectural  frameworks  for  the  bank's  worldwide  operations. 

• DMR  is  assisting  The  New  England,  a U.S.  life  insurance  and 
financial  services  firm,  in  a major  information  technology 
initiative  to  support  and  drive  the  firm's  business  plan  for  sales 
and  services  integration.  DMR  will  use  its  DMR  Productivity 
Plus™  and  DMR  Architecture  Plus™  methodologies. 

• For  National  Mutual  Group  (Australia),  DMR  is  assisting  in 
the  design,  construction,  and  implementation  of  a Personal 
Business  Life  Insurance  System.  DMR  has  also  completed 
contracts  for  National  Mutual's  subsidiaries  in  New  Zealand, 
the  U.K.,  Hong  Kong,  and  the  U.S. 

• DMR  and  Challenge  Bank  (Western  Australia)  have  an 
integrated  management  partnership  for  systems  development 
activities. 

• DMR  has  provided  various  services  for  the  National  Bank  of 
Canada.  During  fiscal  1990,  DMR  was  awarded  a contract  to 
redesign  the  bank's  deposit  system. 

• DMR  is  providing  project  management  and  consulting  service 
to  The  Royal  Bank  of  Canada  to  assist  in  the  development  of  its 
business  case  and  enable  the  bank  to  expand  to  an  entirely  new 
service  market  in  Canada. 

• For  the  Society  for  Worldwide  Interbank  Financial 
Telecommunication  (SWIFT),  DMR  is  guiding  the  planning 
process  to  develop  a technology  strategy  for  the  Network's 
future  evolution. 

• In  the  U.K.,  following  the  implementation  of  the  Switch  Debit 
Card  Scheme  in  1988,  DMR  was  retained  as  project 
implementation  coordinator  with  an  increased  role  in  project 
planning,  control,  and  testing  of  successive  phases  of  the 
scheme's  expansion.  Switch  was  jointly  launched  by  the  Royal 
Bank  of  Scotland,  the  Midland  Bank,  and  National 
Westminister  Bank. 

Manufacturing,  Distribution,  and  Retail: 

Services  to  the  manufacturing,  distribution,  and  retail  industries 
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contributed  approximately  20%  to  DMR's  total  fiscal  1990 

revenue. 

Contract  examples  include  the  following: 

• DMR  installed  information  systems  to  support  a multiproduct 
billing  and  multidistribution  center  capability  for  Hannaford 
Bros.  Co,  a large  food  retailer  in  northern  New  England. 

• DMR  is  in  the  second  year  of  a contract  to  implement  Culinar 
Inc.'s  master  plan  to  overhaul  the  information  systems  for  the 
company’s  three  food  divisions. 

• DMR  has  completed  year  two  of  a five-year  computer 
applications  contract  with  Woodward  Store  Limited,  a Western 
Canadian  chain  of  department  stores. 

• For  Alcan  Aluminum  Limited's  Ingot  Product  Division,  DMR 
has  assisted  with  the  implementation  and  modifications  of 
computerized  metal  management  software  in  various  Alcan 
plants. 

• For  Shell  International  Petroleum  Company  (The  Hague), 
DMR  began  a project  maintenance  and  support  contract  on 
EPICS,  Shell's  Exploration  and  Development  Integrated 
Computer  System. 

• DMR  has  been  providing  services  to  Donohue  Inc.,  a large 
Quebec-based  forest  products  company,  since  1985.  During 
fiscal  1990,  DMR  worked  on  updating  a master  plan  to  expand 
Donohue's  information  systems. 

• DMR  is  conducting  an  information  systems  audit,  providing 
strategic  information  systems  planning,  and  redesigning  all 
applications  for  Defipar,  a Brussels-based  organization 
representing  various  distribution  companies. 

• DMR  is  providing  information  technology  audit  and  strategic 
planning  services  for  d'leteran  S.A.,  a Belgium-based  auto 
importing/leasing  firm. 

Joint  Partnerships: 

DMR  has  partnerships  with  various  organizations,  including  the 

following: 

• With  United  Communications  Inc.  (a  Canadian 
telecommunications  company),  DMR  is  delivering  strategic 
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Industry  Markets 


business  systems  and  identifying  opportunities  for  higher 
productivity 

• With  Qantas  Airways  Limited,  DMR  formed  Qadrant 
International  Pty.  Ltd.,  a subsidiary  providing  systems 
integration  services  in  airline  and  related  travel  and  tourism 
industries  worldwide  and  professional  services  to  Qantek,  the 
technology  subsidiary  of  Qantas. 

• With  the  New  Brunswick  Telephone  Company,  DMR  is 
assisting  in  strategic  planning  and  development  of  a customer 
order  system. 

• With  IST-Computer  Services  Company,  a Canadian 
information  technology  consulting  firm,  DMR  has  launched  a 
public/private  sector  partnership  in  the  health  care  field  to 
develop  and  implement  an  integrated  clinical  data 
computerized  system  in  collaboration  with  five  Quebec 
hospitals. 

• With  the  Air  Traffic  Control  authority  of  West  Germany,  DMR 
is  developing  quality  assurance  procedures  for  an  air  traffic 
control  project. 

DMR  offers  Macroscope  and  DMR  Productivity  Plus™  education 
and  training  through  the  DMR  Institute,  which  has  branches  in 
Canada,  the  U.S.,  Europe,  and  Australia.  During  fiscal  1990, 
DMR  employees  received  the  equivalent  of  2,900  person-days  of 
courses  (compared  to  2,300  in  fiscal  1989),  while  clients  received 
15,492  person-days  (compared  to  9,600  in  fiscal  1989). 


DMR's  fiscal  1990  revenue  was  derived  approximately  as  follows: 


Government/public  sector 

38% 

Finance/insurance/banking 

Manufacturing/distribution/ 

21% 

retail 

20% 

Communications 

Energy/mining/forest 

8% 

products/agriculture 
Construction/real  estate/ 

5% 

and  other 

oc  o 
o 

Canadian  division  clients  include  Canada  Wire  & Cable,  H.J. 
Heinz  Company,  Laurentian  Group,  Imperial  Oil  Limited, 
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Woodward  Department  Stores,  National  Bank  of  Canada,  and 
CNCP  Telecommunications. 

U.S.  division  clients  include  Northern  Telecom,  Marshalls,  DEC, 
Citicorp,  and  the  Los  Angeles  Department  of  Water  and  Power. 

Australian  division  clients  include  Qantas  Airways,  Suncorp, 
National  Mutual,  Australia  and  New  Zealand  Bank,  and  UK 
EFT/POS. 

European  division  clients  include  Lloyds  Bank,  National 
Westminster  Bank,  Trustee  Savings  Bank,  Midlands  Bank,  Societe 
Generale  de  Banque,  Credit  Communale,  and  Banque  Nationale 
de  Paris. 


Geographic  Approximately  57%  of  DMR's  fiscal  1990  revenue  was  derived 

Marketsl  from  Canada,  21%  from  Australia,  13%  from  Europe,  and  9% 

from  the  U.S. 


A two-year  financial  summary  by  geographic  area  follows: 

DMR  GROUP  INC. 

TWO-YEAR  GEOGRAPHIC  FINANCIAL  SUMMARY 


FISCAL  YEAR 

5/90 

5/89 

$ 

PERCENT 

$ 

PERCENT 

ITEM 

MILLIONS 

OF  TOTAL 

MILLIONS 

OF  TOTAL 

Revenue 

- Canada 

$97.6 

57% 

$78.6 

62%  • 

- Australia 

35.1 

21% 

26.0 

21% 

- Europe 

21.2 

13% 

14.2 

11% 

- U.S. 

15.9 

9% 

7.9 

6% 

$169.8 

100% 

$126.7 

100% 

Operating  profit 
(loss)  (a) 

- Canada 

$10.8 

78% 

$7.3 

59% 

- Australia 

3.9 

28% 

3.9 

32% 

- Europe 

(2.5) 

(18%) 

2.7 

22% 

- U.S. 

1.5 

11% 

(1.5) 

(12%) 

- Eliminations 

0.1 

1% 

M2) 

11%) 

$13.8 

100% 

$12.3 

100% 

(a)  Before  costs  related  to  research  and  development,  corporate  items,  the  Systems  Integration 
Division,  finance  charges,  and  income  taxes. 
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DMR  has  38  offices  worldwide. 

• The  company  has  19  office  across  Canada. 

• U.S.  operations  are  headquartered  in  Boston.  Additional  U.S. 
offices  are  located  in  Wellesley  Hills  (MA),  Glendale  and  San 
Francisco  (CA),  and  New  York  (NY). 

• Offices  are  also  located  in  Australia  (7),  the  U.K.  (2),  Belgium 
(1),  the  Netherlands  (1),  Germany  (2),  and  Switzerland  (1). 

DMR  has  also  completed  projects  in  Algeria,  Singapore,  the 
USSR,  and  Zimbabwe. 
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DST  SYSTEMS,  INC. 

1055  Broadway  President  & CEO:  T.  A.  McDonnell 

Kansas  City,  MO  64105-1594  Status:  Wholly  Owned  Subsidiary 

Phone:  (816)435-1000  Parent:  Kansas  City  Southern 

Fax:  (816)435-1520  Industries,  Inc. 

Total  DST  Employees:  3,393 

Total  DST  Revenue:  $270,500,000 

Fiscal  Year  End:  1 2/31  /92 


Key  Points 


During  1992,  DST  continued  to  expand  its  mutual  fund  processing 
and  life  and  property/casualty  insurance  operations,  two  of  DST's 
primary  target  markets. 

During  1992,  DST  established  a holding  company  for  all  of  its  non- 
U.S.  operations  and  entered  into  a new  joint  venture  that  brings 
advanced  recordkeeping  systems  to  the  U.K.  and  Luxembourg. 

DST  has  expanded  its  commitment  to  government  asset 
management  and  loan  servicing  through  its  50%  owned  joint 
venture,  Midland  Data  Systems,  Inc. 
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Company 

Description 


Joint 

Ventures 


DST  Systems,  Inc.  provides  transaction  processing  services  for 
shareowner/shareholder  accounting  and  recordkeeping  applications  for 
the  mutual  fund,  insurance,  securities  transfer,  pharmaceutical, 
banking,  and  real  estate  industries.  The  company  also  provides  life  and 
property/casualty  insurance  processing  and  software  and  various 
computer-output  microfilm  (COM),  printing,  and  mailing  services. 

• Vantage  Computer  Systems  is  a 91%  owned  affiliate  that  offers 
remote  processing  and  full  third-party  administrative  services  to  the 
life  and  property/casualty  insurance  industry,  focusing  on  the 
administration  of  universal  life,  property/casualty,  and  other  non- 
traditional  insurance  products. 

• Output  Technologies,  Inc.  (OTI),  formed  in  early  1991,  is  a holding 
company  for  DST  subsidiaries  that  provides  printing,  mailing,  and 
COM  processing  services  to  the  mutual  fund  and  financial  services 
industries. 

• DST  Systems  International  B.V.  is  a holding  company  for  all  of 
DST's  non-U.S.  operations. 

In  July  1990,  Kansas  City  Southern  Industries,  Inc.  (KCSI)  acquired  all 
the  outstanding  public  minority  interest  shares  of  DST. 

• As  a result,  DST,  previously  an  87%  owned  subsidiary,  became  a 
wholly  owned  subsidiary  of  KCSI  within  KCSI's  Financial  Services 
business  segment. 

• The  market  value  of  the  minority  interest  purchased  ($39.1  million) 
exceeded  net  book  value  by  $31.6  million. 

• KCSI,  based  in  Kansas  City  (MO),  is  a $740  million  holding 
company  with  over  6,000  employees.  In  addition  to  the  financial 
services  provided  by  DST  and  other  units,  KCSI  also  has  operations 
in  railroads  and  trucking. 


DST  also  has  investments  in  various  unconsolidated  affiliates  that  use 
DST's  processing  services  in  support  of  their  operations.  These 
affiliates  contributed  revenue  of  $50  million,  $42  million,  and  $46 
million,  to  DST's  total  revenue  for  1992,  1991,  and  1990,  respectively. 

• Boston  Financial  Data  Services  (BFDS)  is  a Boston-based  joint 
venture  with  State  Street  Bank  and  Trust  that  provides  mutual  fund 
and  corporate  stock  transfer  agent  services  using  DST's  systems  on  a 
remote  basis. 
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• Investors  Fiduciary  Trust  Co.  (IFTC)  is  a joint  venture  with  Kemper 
Financial  Services  that  provides  portfolio  accounting,  custody,  and 
transfer  agent  services.  DST's  equity  in  IFTC  earnings  was  S4.8 
million,  $6.0  million,  and  $4.9  million  for  1992,  1991,  and  1990, 
respectively. 

• Midland  Data  Systems,  Inc.  (MDS)  and  Midland  Loan  Services,  L.P. 
(MLS),  both  50%  joint  ventures  owned  with  Midland  Properties, 

Inc.,  provides  commercial  loan  servicing  for  assets,  both  performing 
and  nonperforming  loans,  and  related  asset  management  services  for 
governmental  and  institutional  clients.  DST's  combined  equity  in 
MDS  and  MLS  earnings  was  $4.3  million  and  $0.8  million  for  1992 
and  1991,  respectively. 

• Argus  Health  Systems,  Inc.  is  a joint  venture  with  Financial  Holding 
Corporation  that  provides  pharmaceutical  claims  processing  services 
for  health  care  providers.  DST's  equity  in  Argus  earnings  was  $1.7 
million,  $1.2  million,  and  $0.3  million  for  1992,  1991,  and  1990, 
respectively. 

• Clarke  & Tilley  Data  Services  Ltd.,  formed  in  1992,  is  a joint  venture 
with  State  Street  Bank  and  Clarke  & Tilley  Ltd.  that  will  develop  a 
unit  trust  accounting  system  for  the  U.K.  and  Luxembourg  markets, 
combining  DST  workflow  management  and  image  technology  and 
unit  trust  software  developed  by  Clarke  and  Tilley. 


DST's  strategy  includes  providing  additional  services  and  products  to  its 
existing  client  base  and  expanding  its  market  presence  outside  the  U.S. 

• DST  expanded  its  opportunities  in  the  insurance  industry  by 
acquiring  software  for  the  property/casualty  market  during  1991. 
These  offerings,  combined  with  the  remote  processing  and  software 
services  provided  by  Vantage  Computer  Systems,  contributed  an 
estimated  $40  million  to  DST's  total  revenue  in  1992,  up  45%  from 
1991.  DST  management  expects  strong  growth  in  1993  from 
Vantage,  as  it  increases  its  emphasis  on  providing  ongoing 
processing  services. 

• During  1992,  DST  expanded  its  loan  services  to  government  and 
institutional  clients  through  the  formation  of  Midland  Loan  Services, 
a joint  venture  providing  commercial  loan  servicing  for  assets  and 
performing  and  nonperforming  loans,  and  related  asset  management 
services.  In  addition,  Midland  Data  Systems  has  been  awarded 
contracts  with  the  Resolution  Trust  Corporation  (RTC)  for 
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the  development  and  operation  (using  DST's  data  center)  of  an 
Asset  Management  System  and  a Control  Totals  Module  System  for 
use  by  the  RTC  and  for  servicing  RTC  loans. 

• DST's  printing,  mailing,  and  COM  processing  services  business  was 
expanded  through  acquisition  during  1992,  and  the  number  of 
service  locations  was  increased  from  26  to  29.  Revenues  from  this 
business  increased  60%  during  1992.  DST  expects  continued  growth 
due  to  expansion  of  clients  and  possible  future  acquisitions. 

• During  1991,  DST  began  expanding  into  markets  outside  the  U.S. 

- DST  acquired  a 50%  interest  in  Talisman  Services  during  1991. 
Talisman  is  a European  software  company  whose  primary  product 
is  a multicurrency  financial  accounting  package. 

- In  1992,  DST  formed  DST  Systems  International  B.V.  as  a 
holding  company  for  all  of  its  non-U.S.  operations. 

- Also  in  1992,  DST  formed  the  Clarke  & Tilley  Data  Services  joint 
venture. 


Financials  DST's  1992  revenue  reached  $270.5  million,  a 28%  increase  over  1991 

revenue  of  $211.1  million.  A five-year  financial  summary  follows: 


DST  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1991 

1990 

1989 

1988 

1987 

Revenue 

$270.5 

$211.1 

$149.8 

$130.3 

$138.4 

• Percent  increase 
(decrease)  from 
previous  year 

28% 

41% 

15% 

(6%) 

1% 

Operating  income 

$17.8 

$26.8 

$21.6 

N/A 

N/A 

• Percent  increase 

(decrease)  from 
previous  year 

(34%) 

24% 

N/A 

N/A 

N/A 

Equity  in  net  earnings  of 
unconsolidated  affiliates 

$11.6 

$8.2 

$6.0 

N/A 

N/A 

Net  income 

$15.3 

$20.2 

$15.9 

N/A 

N/A 

• Percent  increase 
(decrease)  from 
previous  year 

(24%) 

27% 

N/A 

N/A 

N/A 
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Revenue  growth  in  1992  was  generated  by  increased  overall  business 
volumes  and  the  expanded  contribution  of  Output  Technologies  and 
Vantage  Computer  Systems.  During  1992,  Vantage  business  volume 
increased  as  revenues  rose  45%  and  Output  Technologies  revenues 
rose  60%  due  to  increased  output  volumes  and  contributions  from  new 
and  expanded  business  lines. 

The  number  of  mutual  fund  accounts  serviced  by  DST  increased  to  22.4 
million  at  December  31,  1992  versus  18.7  million  at  December  31,  1991. 

Operating  income  declines  in  1992  were  attributed  to  the  following: 

• Lower  weighted  average  billable  monthly  balance  of  mutual  fund 
shareholder  accounts  serviced  in  1992  as  a result  of  the  loss  of  2.7 
million  Vanguard  accounts  in  late  1991,  even  though  DST  ended 
1992  at  an  all  time  high  of  22.4  million  shareowner  accounts 

• Higher  ESOP  component  of  employee  benefit  costs  ($12.7  million  in 
1992,  compared  to  $4.2  million  in  1991)  from  expanded  headcount 
and  additional  ESOP  expense  which  will  result  in  lower  ESOP  costs 
in  1993  and  thereafter 

• Start-up  and  development  costs  for  DST's  TRAC-2000  system  for 
401(K)  plans  and  Vantage's  software  for  the  property  and  casualty 
insurance  industry 

• Certain  building  renovation  costs 

Revenue  for  the  three  months  ending  March  31,  1993  was  $80.6 
million,  compared  to  $62.9  million  for  the  same  period  in  1992.  Income 
from  ongoing  operations  reached  $5.3  million,  compared  to  $4.4  million 
for  the  same  period  a year  ago.  Results  benefitted  from  a 29%  revenue 
increase  fueled  by  higher  shareowner  data  processing  levels  and 
increased  output  services  volumes  at  Output  Technologies. 


In  1992,  Output  Technologies  acquired  certain  assets  of  Business 
Services,  Inc.,  a provider  of  telecommunications  and  fulfillment  services 
primarily  to  the  financial  services  industry. 

In  1991,  DST  acquired  a 50%  interest  in  Talisman  Services,  a 
European  software  company  whose  primary  product  is  a multicurrency 
financial  accounting  package. 

In  December  1990,  DST  acquired  an  additional  43%  of  Vantage 
Computer  Systems  (formerly  a 44%  owned  unconsolidated  affiliate), 
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Competitors 


Key  Products 
Services 


for  $10.5  million.  During  1991,  DST  acquired  an  additional  4%  interest 
in  Vantage  (increasing  its  ownership  to  91%)  for  $640,000. 

• Vantage  (formerly  Policyholder  Services  Corporation)  provides 
policyholder  recordkeeping  processing  and  software  services  to  the 
life  insurance  industry. 

• In  1991,  Vantage  entered  the  property/casualty  processing  services 
market  through  the  acquisition  of  software  from  On  Line  Systems, 
Inc.  This  business  operates  as  Vantage  P & C Systems,  a wholly 
owned  subsidiary  of  Vantage. 

During  1991,  DST  acquired  Mail  Processing  Systems,  Inc.,  a provider  of 
laser  printing  and  mailing  services  with  locations  in  Connecticut  and 
Massachusetts,  for  $7.1  million. 

In  December  1990,  DST  acquired  the  50%  interests  of  its  joint  venture 
partners  in  Winchester  Venture  I and  Data  Retrieval  Services,  Inc. 

The  acquisitions  relate  to  certain  real  estate. 


Competitors  by  seryice  area  include  the  following: 

• Mutual  funding  shareholder  accounting  processing:  The 
Shareholder  Services  group  (First  Data  Corporation,  Sungard  Data 
Systems,  Oppenheimer  Industries,  Provident  Bank,  and  U.S.  Trust 

• Insurance  outsourcing:  CYBERTEK,  Policy  Management  Systems, 
and  The  Continuum  Company 


and  INPUT  estimates  approximately  52%  ($140  million)  of  DST's  1992 
revenue  was  derived  from  transaction  processing  and  associated 
support  services  for  financial  institutions,  including  $50  million  in 
processing  from  affiliated  companies.  About  30%  ($80  million)  was 
derived  from  COM,  printing,  and  mailing  services  and  15%  ($40 
million)  from  insurance  software  and  processing.  The  remainder  was 
derived  from  other  services. 

A three-year  summary  of  the  number  of  DST  clients  and  product 
installations  follows: 
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DST  SYSTEMS,  INC. 
THREE-YEAR  SUMMARY 


FISCAL  YEAR 

ITEM 

1992 

1991 

1990 

Mutual  Fund 

- Shareholder  accounts 

22,417,000 

18,700,000 

20,370,000 

- Funds 

2,135 

1,863 

1,682 

Automated  Work 
Distributor  (AWD) 

- Number  of  clients 

20 

10 

5 

- Number  of  workstations 

2,600 

1,221 

868 

Securities  Transfer  System 
security  holder  accounts 

5,740,000 

3,676,000 

3,735,000 

Portfolio  Accounting 
System  portfolios 

1,449 

1,071 

973 

Insurance  Systems 

- Policyholder  accounts 

- Customer  installations  of 

982,000 

575,000 

712,000 

Vantage  Systems  software 

335 

328 

321 

Output  processing- 
total  pages  printed 

460,032,000 

321,837,000 

239,080,000 

Since  1988,  due  to  trends  within  the  mutual  fund  industry  to  consolidate 
"front-end  processing  services"  internally,  most  DST  clients  have 
become  "remote  service"  customers.  These  clients  currently  use  DST's 
communications  systems  and  computer  hardware  and  software  services, 
but  do  not  use  DST  for  shareowner  contact  or  clerical  support. 

DST  provides  remote  processing  services  from  its  data  center  in  Kansas 
City  using  Amdahl  mainframes  for  the  following  applications: 

• TA2000,  introduced  in  1990,  is  the  upgraded  version  of  DST's 
mutual  fund  shareowner  accounting  system.  TA2000  is  used  by 
DST,  Boston  Financial  Data  Services,  and  Investors  Fiduciary  Trust 
to  process  all  shareholder  transactions,  or  clients  can  access  the 
system  directly  from  DST. 

• TRAC  2000™,  introduced  in  late  1991,  is  DST's  new  recordkeeping 
system  for  the  mutual  fund  market,  serving  defined  contribution 
401(k)  and  403(b)  plans.  TRAC  2000  is  fully  integrated  with 
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TA2000  to  provide  participants  with  daily  valuations  and  timely 
statements. 

• The  Securities  Transfer  System  (STS)  supports  in  a real-time 
environment  the  recordkeeping  requirements  for  a range  of 
securities.  STS  is  a remote  service  used  by  banks  that  provide 
securities  transfer  services  and  by  Boston  Financial  Data  Services  for 
its  corporate  stock  transfer  services. 

• The  Portfolio  Accounting  Systems  (PAS)  provides  real-time 
securities  inventories  and  all  related  income  accounting  and 
valuation  functions.  PAS  is  a remote  service  used  by  major  mutual 
fund  and  insurance  companies  to  perform  all  investment  accounting. 
Investors  Fiduciary  Trust  uses  PAS  to  perform  all  investment  and 
valuation  services. 

• Automated  Work  Distributor  (AWD)  is  an  image-based  clerical 
work  management  system  that  combines  image  technology  and 
software  in  an  intelligent  workstation  to  eliminate  the  movement  of 
paper  and  automates  all  aspects  of  workflow  management  in  an  on- 
line environment.  AWD  was  initially  implemented  in  several  mutual 
fund  transfer  agencies,  but  through  expansion,  now  resides  on  more 
than  2,500  workstations  in  companies  throughout  the  world  and  is 
used  to  service  approximately  64%  of  the  mutual  fund  shareholder 
accounts  on  DST's  system.  AWD  is  currently  used  in  industries  such 
as  insurance,  banking,  and  health  care. 

• Customer  Service  Workstation  (CSW)  is  used  to  view  summary 
information  on  a customer  when  he  or  she  contacts  the  company. 

• Financial  Asset  Builder  (FAB)  is  a PC-based  software  tool  for 
financial  planning,  fund  performance  statistics,  and  order  placement. 

Vantage  Computer  Systems  offers  remote  processing  and  full  third- 

party  administrative  services  using  Vantage  software  for  life  and 

annuity  product  support  and  total  outsourcing  of  all  client  data 

processing  functions. 

• These  outsourcing  services  are  provided  through  DST's  data  center 
in  Kansas  City. 

• Vantage's  life  insurance  software,  VANTAGE  ONE™,  is  a real- 
time system  supporting  new  business,  issue  and  automated 
underwriting,  product  administration,  agency  and  commission 
support,  and  payout  administration. 

• VANTAGE  P&C  is  a fully  operational,  SAA-compliant,  DB/2- 
based  property  and  casualty  insurance  administration  system. 


CoDvriaht  1993  bv  INPUT.  Reproduction  Prohibited. 


Julv  1993 


DST  SYSTEMS,  INC. 


INPUT 


Industry  Markets 


Geographic 

Markets 


• Vantage  Computer  Systems  currently  has  over  335  clients. 

Output  Technologies,  Inc.  (OTI)  currently  provides  a range  of  printed 

output  processing  services  with  29  locations  throughout  the  U.S. 

through  the  following  subsidiary  companies: 

• United  Micrographics  Systems,  Inc.  and  Support  Resources,  Inc. 
provide  computer  output  microfilm/microfiche  and  printing  and 
mailing  of  laser  printed  output. 

• Phoenix  Litho,  Inc.  and  Network  Graphics,  acquired  by  DST  in  1990, 
provide  commercial  printing  and  graphics  design  services. 

• Mail  Processing  Systems,  Inc.  provides  laser  printing  and  mailing 
services  with  locations  in  Connecticut  and  Massachusetts. 


DST's  mutual  fund  processing  services  are  marketed  principally  to 
mutual  fund  investment  management  firms. 

The  primary  market  for  the  securities  transfer  system  consists  of 
regional  and  certain  money  center  banks  that  maintain  100,000  or  more 
securityholder  accounts. 

Vantage's  services  are  marketed  to  life  and  property/casualty  insurance 
firms. 


INPUT  estimates  over  90%  of  DST's  1992  revenue  was  derived  from 
the  U.S.  and  less  than  10%  from  Europe. 
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DST  SYSTEMS,  INC. 

1004  Baltimore  Avenue 
Kansas  City,  MO  64105 
(816)  221-5545 


Thomas  A.  McDonnell,  CEO 
Public  Corporation,  NASDAQ 
Total  Employees:  1,350 
Total  Revenue,  Fiscal  Year  End 
12/31/89:  $127,007,000 
Noncaptive  Information  Services 
Revenue:  $76,700,000 


The  Company  DST  Systems,  Inc.  provides  transaction  processing  services  for 

accounting  and  recordkeeping  applications  to  the  mutual  fund 
industry.  The  company  also  provides  processing  services  in  the 
areas  of  securities  transfers  for  banks,  portfolio  accounting  for 
managers  of  investment  portfolios,  and  annuity  recordkeeping  for 
insurance  companies.  DST  is  87%  owned  by  Kansas  City 
Southern  Industries,  Inc. 

• Either  DST  or  its  joint  ventures  serves  as  recordkeeping  agent 
and  provides  all  data  processing  services  and  related 
administrative  and  clerical  support  (full-service  processing),  or 
DST  provides  its  processing  services  without  the  related 
administrative  and  clerical  services  (remote  service  processing). 

• DST's  unconsolidated  affiliates  provide  various  financial 
services  and  may  use  DSTs  processing  services  in  support  of 
their  clients.  These  affiliates  are  50%  or  less  owned  by  DST 
and  are  included  in  DSTs  financial  statements  using  the  equity 
method  of  accounting. 

- Boston  Financial  Data  Services  (BFDS),  an  affiliate  of  DST 
and  State  Street  Bank,  provides  mutual  fund  processing 
through  DST's  data  center  and  custodial  and  transfer  agency 
services  for  State  Street  Bank.  In  January  1989,  BFDS 
acquired  the  operations  of  the  Atlantic  Financial  Division  of 
State  Street  B.  nk,  which  provides  mutual  fund  shareowner 
processing  for  approximately  500,000  shareowner  accounts. 

- Policyholder  Service  Corporation  (formerly  Vantage 
Computer  Systems,  Inc.)  primarily  offers  annuity  processing 
services  to  life  insurance  companies. 
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- Other  non-information  services  affiliates  include  Investors 
Fiduciary  Trust  Company,  First  Michigan  Capital 
Corporation,  Winchester  Venture  I,  and  Winchester  Venture 

n. 

• DST  Realty,  Inc.,  a 100%-owned  subsidiary  of  DST,  owns, 
manages,  and  develops  DST's  operating  properties  and 
oversees  its  investments  in  certain  non-operating  properties. 

• In  July  1988,  DST  acquired  United  Micrographic  Systems, 
Inc.(UMSI),  a provider  of  computer  output  microfilm  and 
microfiche  processing  and  specialized  laser  printing  services,  for 
$4.8  million  in  cash  and  notes  payable. 

DST's  1989  revenue  was  $127  million,  an  8%  decrease  from 
revenue  of  $138.4  million  for  1988.  Net  income  declined  49%, 
from  $il.7  million  in  1988  to  $6  million  in  1989.  A five-year 
financial  summary  follows: 

DST  SYSTEMS,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1989 

1988 

1987 

1986 

1985 

Revenue 

• Percent  increase 

$127,007 

138,362 

$137,462 

$96,206 

$71,746 

(decrease)  from 
previous  year 

(8%) 

1% 

43% 

36% 

27% 

Income  before  taxes 
• Percent  increase 

$6,689 

$19,041 

$31,035 

$18,339 

$11,356 

(decrease)  from 
previous  year 

(65%) 

(39%) 

69% 

61% 

N/A 

• Gross  margin 

5% 

14% 

23% 

19% 

16% 

Net  income 
• Percent  increase 

$6,031 

$11,738 

$19,790 

$13,189 

$8,268 

(decrease)  from 
previous  year 

(49%) 

(41%) 

50% 

60% 

(16%) 

• Net  margin 

5% 

8% 

14% 

14% 

12% 

Earnings  per  share 
• Percent  increase 

$0.32 

$0.61 

$1.01 

$0.69 

$0.43 

(decrease)  from 
previous  year 

(48%) 

(40%) 

43% 

60% 

(14%) 
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Revenue  declines  in  1989  were  attributed  primarily  to  the 
following: 

• In  July  1988,  E.F.  Hutton  ceased  being  a customer,  as  Hutton 
switched  its  processing  subsequent  to  being  acquired  by 
Shearson  Lehman  Brothers,  Inc. 

• Also  during  1988,  the  Kemper  group  of  funds  made  a decision 
to  change  from  being  a full  service  customer  to  being  a remote 
client  effective  January  1,  1989.  Kemper  hired  approximately 
350  DST  employees  and  assumed  certain  space  and  equipment 
obligations. 

• Massachusetts  Financial  Service  Company  converted  to  remote 
services. 

Net  income  was  impacted  by  costs  incurred  to  accelerate  the 
development  of  the  company's  new  image-based  processing 
system,  which  was  installed  in  a production  pilot  mode  at  its 
affiliate,  Boston  Financial  Data  Services.  Additional  costs  were 
expended  for  the  FLEX  project,  a major  system  redevelopment 
effort,  which  should  be  completed  by  mid  1990. 


Key  Products  and  Approximately  60%  of  DSTs  1988  revenue  was  derived  from 
Services  transaction  processing  and  associated  support  services  provided  to 

unaffiliated  companies  and  25%  from  processing  fees  from 
affiliated  companies.  The  remaining  15%  was  derived  from  real 
estate  and  brokerage  services  (which  have  been  discontinued). 

A three-year  summary  of  source  of  revenue  follows  ($  millions): 


March  1 990 


Copyright  1990  by  INPUT.  Reproduction  Prohibited. 


Page  3 of  5 


DST  SYSTEMS,  INC. 


INPUT 


DST  SYSTEMS,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1989 

1988 

1987 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Transaction  processing 

• Fees  from  unaffiliated 
companies 

$76.7 

60% 

$98.8 

71% 

$88.1 

64% 

• Fees  from  affiliated 
companies 

31.0 

25% 

24.8 

18% 

30.8 

22% 

Real  estate  and  other 

19.3 

15% 

14.8 

11% 

18.6 

14% 

TOTAL 

$127.0 

100% 

$138.4 

100% 

$137.5 

100% 

DST  provides  full-service  and  remote  processing  services  for  the 

following  applications: 

• The  Mutual  Fund  System  provides  shareowner  accounting  and 
recordkeeping  to  the  mutual  fund  industry.  These  operations 
account  for  the  majority  of  DSTs  transaction  processing 
revenue. 

- DST  ended  1989  with  19.9  million  mutual  fund  shareowner 
accounts  serviced  by  its  system  on  either  a full  service  or 
remote  basis  for  an  increase  of  about  11%  over  1988.  Of  this 
increase,  850,000  accounts  were  added  in  the  fourth  quarter. 

• The  Securities  Transfer  System  (a  remote  service  provided 
primarily  to  regional  banks)  and  the  Portfolio  Accounting 
System  (a  remote  service  that  tracks  the  underlying  securities 
owned  by  mutual  funds,  investment  advisors,  or  insurance 
companies)  contributed  approximately  $10.3  million  to  DST's 
1989  revenue,  compared  to  $9.9  million  in  1988,  and  $8  million 
in  1987. 

• The  Annuity  System  provides  recordkeeping  functions  for 
variable  and  flexible  premium  annuities  offered  by  insurance 
companies.  These  services  are  provided  through  DST's 
affiliate,  Policyholder  Service  Corporation  (PSC).  During  1989, 
PSC  increased  its  policies  serviced  by  209,000,  or  nearly  38%. 
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Geographic 

Markets 


Computer 
Hardware  and 
Software 


DST  also  provides  mailing  and  printing  services  to  clients  in 
connection  with  furnishing  computer  reports,  confirmations, 
dividend  checks,  tax  reporting,  promotional  documents,  and  other 
materials  which  are  produced  by  laser  printers. 


DSTs  mutual  fund  processing  services  are  marketed  principally  to 
mutual  fund  investment  management  firms. 

• The  six  largest  clients  of  the  mutual  fund  service  are  Kemper 
(which  contributed  13%  to  1989  revenue  and  21%  to  total  1988 
revenue),  Prudential  Financial  Management  Services, 

American  Capital  Companies,  T.  Rowe  Price  Associates, 
Federated  Security  Corp.,  and  Scudder  Fund  Distributors. 

The  primary  market  for  the  securities  transfer  system  consists  of 
regional  and  certain  money  center  banks  that  maintain  100,000  or 
more  securityholder  accounts. 

The  portfolio  accounting  system,  was  an  outgrowth  of  the 
company's  association  with  the  mutual  fund  industry.  The  system's 
functions  have  been  expanded  to  fulfill  the  needs  of  various  money 
managers,  including  banks,  insurance  companies,  and  investment 
advisors,  as  well  as  mutual  funds. 

The  annuity  system  is  marketed  by  an  affiliate  to  insurance 
carriers  that  have  developed  flexible  premium  variable  annuities. 


One  hundred  percent  of  DSTs  revenue  is  derived  from  the  U.S. 


DSTs  data  center  in  Kansas  City  installed  a new  Amdahl 
5990/ 1400  mainframe  during  the  third  quarter  of  1989,  adding 
40%  to  the  center's  processing  capabilities. 
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COMPANY  PROFILE 


DTSS  INCORPORATED  J.  Peter  Manzo,  Jr.,  President 

Buck  Road  Wholly  Owned  Subsidiary  of  Metropolitan 

P.O.  Box  70  Life  Insurance  Company 

Hanover,  NH  03755-0070  Total  Employees:  25 

(603)  643-6600  Total  Revenue,  Fiscal  Year  End 


12/31/88:  $4,000,000* 

Noncaptive  Information  Services  Revenue: 
$3,500,000* 

* INPUT  estimate 

The  Company 

DTSS  Incorporated  develops  and  markets  systems  software 
products  for  information  management,  provides  consulting  and 
development  professional  services  to  large  corporations,  and 
provides  processing  and  associated  support  services  to  Fortune  100 
firms. 

• DTSS  was  founded  in  1972  as  a software  products  subsidiary  of 
Dartmouth  College. 

• In  late  1978,  DTSS  was  acquired  by  Metropolitan  Life 
Insurance  Company  and  has  expanded  its  offerings  to  include 
processing  and  professional  services. 

Although  revenues  have  not  changed  significantly  over  the  past 
several  years,  DTSS  management  states  that  the  company  has 
increased  its  profitability  due  to  the  reduction  of  expenses  and  the 
change  in  business  focus  of  the  company. 

DTSS's  major  competitors  include  IBM,  Honeywell,  and  DEC. 
Processing  competitors  vary  by  region. 

Key  Products  and 
Services 

Approximately  40%  of  DTSS'  total  1988  revenue  was  derived  from 
software  products  licenses,  30%  from  interactive  processing 
services,  and  30%  from  professional  services. 

• DTSS'  captive  revenue  is  derived  from  processing  and 
professional  services  provided  to  its  parent  company, 
Metropolitan  Life. 

• DTSS'  noncaptive  clients  include  consultants,  accountants, 
software  developers,  commercial  processing  services  firms,  and 
Fortune  500  companies. 
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DTSS  performs  its  daily  operations  through  three  main  lines  of 
business:  the  PC  Management  Products  Group,  the  Custom 
Applications  Group,  and  the  Timesharing  Systems  Group. 

• The  PC  Management  Products  Group  provides  software  tools 
which  improve  the  viability  and  effectiveness  of  Information 
Center  professionals  charged  with  managing  and  supporting 
large  numbers  of  microcomputers.  The  group  currently 
markets  the  following  software: 

- SofStoreR,  released  in  1987,  is  a distribution  management 
system  that  orders,  tracks,  delivers,  and  manages  PC 
software.  SofStore  can  distribute  PC  software  stored  on 
central  mainframes,  set  up  electronic  software  stores,  track 
distribution  of  specific  packages,  and  notify  users  of  new 
versions. 

• SofStore  runs  on  PC-MS/DOS,  and  IBM/VM/CMS 
compatibles.  The  system  is  available  for  a one-time  fee 
of  $75,000,  with  maintenance  at  $11,250. 

- DataPass™,  released  in  1983,  offers  micro-to-mainframe  file 
transfer  and  terminal  emulation.  DataPass  also  provides  log- 
in sequence  for  access  to  host.  Users  can  send  or  receive 
single  or  multiple  files  across  public  networks  and  LANs  or 
telephone  lines.  Users  can  also  monitor  transfer  requests 
and  correct  errors. 

• DataPass  runs  on  PC-MS/DOS,  IBM/VM/CMS, 
Honeywell/GCOS,  DEC  VAX/ VMS,  and  Harris/ VOS 
compatibles.  The  system  is  available  for  a one-time  fee 
of  $195  (micro),  $1,995  (VAX,  UNIX,  Harris),  and 
$4,900  (VM,  GCOS).  Maintenance  is  $25  for  the  micro 
version. 

- The  group  is  currently  developing  PC  Census™,  a PC 
inventory-taker,  scheduled  for  release  fourth  quarter  1989. 

• The  Custom  Applications  Group  provides  consulting  and 
development  services  to  Fortune  1000  clients.  The  group 
focuses  on  distributed  data  base  applications  which  integrate 
the  computational  power  and  storage  capabilities  of  a central 
system  with  the  ease-of-use  and  responsiveness  of 
microcomputers. 

- DTSS  has  designed  and  developed  a variety  of  applications, 
from  a LAN-based  office  system  to  a distributed  PC/VM 
property  appraisal  system. 
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• The  Timesharing  Systems  Group  provides  support  and 
consulting  services  to  DTSS'  Fortune  100-level  timesharing 
customers. 


- The  DTSS  Operating  System  (formerly  the  Dartmouth  Time 
Sharing  System)  is  the  company's  proprietary  operating 
system  and  is  the  core  of  the  DTSS  System. 

• DTSS,  in  conjunction  with  Dartmouth  College,  recently 
contracted  with  Honeywell  to  modify  the  DTSS 
Operating  System  to  support  the  newly  released 
DPS8000  mainframe. 


- DTSS  offers  various  applications  as  part  of  its  timesharing 
services,  as  shown  in  the  following  exhibit: 


DTSS  INCORPORATED 
NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PRODUCT  NAME 

Operating  Environment 

Financial /Accounting 

- Honeywell  DPS  8/44,  DTSS 

- COUNT  Integrated  Financial  System 
• Accounting  Data  Management 

Programming  Languages  Supported 

• Accounts  Payable 

- BASIC 

• Spreadsheet 

- COBOL 

- FORTRAN 

- DTSS  Billing  System 

- PL/1 

Graphics 

- PASCAL 

- D 1-300 

- GRAFMAKER 

Data  Management  Software 
- DATASYS 

-DRAW 

- GUIDE 

Office  Automation 

- VUE 

-VID 

- SCORES 

-OFF 

- VSAM 

- SPELL 

- HISAM 

- STENO 

- ENTER 

- MAILMAN 
-MAIL 

Decision  Support/Forecasting 

- Line  Editors 

- MODEL 

5 

- SIBYL/RUNNER 

Statistics 

- P-STAT 

- MINITAB 

Other 
- DataPass 

Industry  Markets  DTSS  software  is  licensed  to  companies  from  various  industries. 

Processing  services  are  used  by  consultants,  software  developers, 
accounting  firms,  banks,  minicomputer-based  timesharing  services, 
and  Fortune  500  companies. 
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Approximately  95%  of  DTSS's  1988  revenue  was  derived  from  the 
U.S.  The  remaining  5%  was  derived  from  Canada  and  Europe. 


Computer 
Hardware  and 
Software 


DTSS  has  the  following  hardware  installed  in  support  of  its 
information  services: 


• Honeywell  Bull  mainframe 

• IBM  370s 

• Honeywell  Bull  minicomputer 

• Assorted  microcomputers,  including  IBM  PC/XT  and 
8088/8086  PC  compatibles,  IBM  AT  and  XT/286  and  80286  PC 
compatibles,  and  Apple  systems 

Clients  can  access  the  DTSS  network  via  direct  dial,  TYMNET, 
Telenet,  Datapac  in  Canada,  and  Transpac  in  France. 
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DTSS  INCORPORATED 

Buck  Road 
P.O.  Box  70 
Hanover,  NH  03755 
(603)  643-6600 


J.  Peter  Manzo,  Jr.,  President 
Wholly  Owned  Subsidiary  of 
Metropolitan  Life  Insurance  Company 
Total  Employees:  32 
Total  Revenue,  Fiscal  Year  End 
12/31/84:  $3.5  Million* 

Noncaptive  Computer  Services  Revenue: 
$3  Million* 


THE  COMPANY 

• DTSS  Incorporated  provides  software  products,  processing  services,  and 
professional  services  to  a variety  of  industries. 

DTSS,  founded  in  1972  as  a software  products  subsidiary  of  Dartmouth 
College,  developed  and  markets  the  DTSS  Operating  System. 

In  late  1978,  DTSS  was  acquired  by  Metropolitan  Life  Insurance 
Company  and  expanded  its  offerings  to  include  processing  and  profes- 
sional services. 

• Although  revenues  have  not  changed  significantly  over  the  past  several  years, 
DTSS  management  states  that  the  company  has  increased  its  profitability  due 
to  the  reduction  of  expenses  and  the  change  in  business  focus  of  the  company. 

• DTSS  currently  has  32  employees,  segmented  as  follows: 


Marketing/sales 

8 

Customer  support 

3 

Software  development 

10 

Computer  operations 

4 

General  and  administrative 

_7 

32 

• Major  competitors  of  DTSS's  operating  systems  software  include  IBM,  Honey- 
well, and  DEC.  Processing  competitors  vary  by  region. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  60%  of  DTSS's  total  revenue  is  derived  from  software  product 
licenses,  25%  from  interactive  processing  services,  and  15%  from  professional 
services. 
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Approximately  15%  of  total  revenue  ($500,000)  was  derived  from 
processing  and  professional  services  provided  to  the  company's  parent, 
Metropolitan  Life. 

DTSS's  noncaptive  clients  include  consultants,  accountants,  software 
developers,  commercial  processing  services  firms,  and  Fortune  500 
companies. 

• DTSS  markets  and  supports  the  DTSS  System,  a series  of  integrated  systems 
and  applications  software  products  designed  to  run  on  Honeywell  DPS  8 
computers.  The  products  may  be  licensed  by  clients  for  in-house  use  or 
accessed  as  a processing  service. 

The  DTSS  Operating  System  (formerly  the  Dartmouth  Time  Sharing 
System)  is  the  company's  proprietary  operating  system  and  is  the  core 
of  the  DTSS  System. 

. System  languages  include  FORTRAN,  BASIC,  COBOL,  PASCAL, 
and  PL/I.  All  are  designed  to  operate  either  in  an  interactive  or 
batch  mode. 

. Features  include:  user-definable  command  procedures;  a 

restricted  access  monitor;  common  file  structures;  inter-job 
communications;  interfaces  to  the  relational  data  base  manage- 
ment system;  a common  runtime  environment  for  FORTRAN, 
PL/I,  PASCAL,  and  BASIC;  and  text  editing  and  word  processing 
capabilities. 

. Depending  on  the  mainframe  size,  the  system  can  support  from 
30  to  300  users  simultaneously. 

. Approximately  14  clients  have  licensed  the  system  for  in-house 
use  on  30  Honeywell  mainframes.  The  monthly  license  and 
support  fee  for  the  DTSS  operating  system  ranges  from  approx- 
imately $4,000  to  $12,000,  depending  on  additional  software 
desired. 

DTSS's  proprietary  relational  data  base  management  system,  DataSyS, 
is  available  as  an  option  for  use  with  the  DTSS  Operating  System.  Most 
operating  system  licensees  have  also  licensed  DataSyS.  The  monthly 
license  fees  for  DataSyS  is  $1,200. 

. GUIDE  is  a user  friendly  interface  to  DataSyS  that  permits  data 
base  design,  data  entry,  and  report  writing. 

. ENTER  is  a screen-based  data  entry  interface  to  DataSyS  that 
uses  menus,  forms,  and  programmed  function  keys. 

VUE  is  an  interactive  project  management  system  developed  by 
National  Information  Systems,  Inc.  VUE  performs  critical  path  analysis 
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for  projects  with  up  to  3,000  activities  or  multiple  projects  with 
unlimited  activities.  The  monthly  license  fee  is  $875. 

SCORES  is  a menu-based  data  entry  and  reporting  system  that 
produces  MODEL-readable  files.  The  monthly  license  fee  is  $200. 

MODEL  is  a procedural  applications  program  generator  that  writes  and 
compiles  FORTRAN  programs  suited  for  large  scale  financial  modeling 
systems. 

. MODEL'S  mathematical  and  financial  routines  and  interactive 
"what  if"  capabilities  permit  the  user  to  perform  hierarchical 
consolidation,  Monte  Carlo  risk  analysis,  Box-Jenkins  time  series 
analysis,  simultaneous  equations  and  linear  optimization,  and 
three-dimensional  tables. 

. Using  GUIDE,  data  from  MODEL  can  be  transferred  to  DataSyS 
and  from  DataSyS  to  any  spreadsheet  or  table  with  the  user's 
model. 

SIBYL/RUNNER,  developed  by  Applied  Decision  Systems,  provides 
recognized  forecasting  and  analysis  techniques  applicable  to  financial 
planning,  inventory  control,  marketing  management  and  analysis,  and 
production  control.  The  monthly  license  fee  is  $600. 

P-STAT  is  an  integrated  conversational  data  management,  cross- 
tabulation, and  statistical  analysis  package  developed  by  P-STAT,  Inc. 
The  monthly  license  fee  is  $600. 

MINITAB  is  a general  purpose  statistical  computing  system  developed 
by  MINITAB,  Inc.  used  for  exploratory  data  analysis.  The  monthly 
license  fee  is  $250. 

The  COUNT  Integrated  Financial  System  (CIFS)  is  an  integrated 
accounting  system. 

. CIFS  components  include  the  following: 

Accounting  Data  Management  (ADM)  provides  general 
ledger  accounting,  responsibility  reporting,  multiple 
organization  consolidation,  and  data  management. 

Accounts  Payable  is  an  interactive  system  that  processes 
vendor  invoices,  writes  checks,  verifies  payment  due 
dates,  manages  cash  flow,  analyzes  and  summarizes 
payables  for  corporate  information  systems,  tracks 
duplicate  invoices,  and  produces  tax,  budget,  and  profit- 
ability information. 
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SPREAD  is  a nonprocedural  spreadsheet  and  modeling 
package  that  can  take  information  from  ADM  or 
Accounts  Payable  and  use  it  to  forecast,  analyze,  and 
track  business  performance;  investigate  multiple  alter- 
natives; track  results  against  forecasts;  and  produce 
reports. 

. The  CIFS  system  is  priced  at  $32,000  for  a perpetual  license. 

The  DTSS  Billing  System  allows  processing  clients  to  track  their 
computer  use  and  to  implement  pricing  strategies  for  the  resale  of 
computer  time.  License  fees  range  from  $250  to  $650  a month, 
depending  on  the  options  selected. 

Graphics  offerings  include: 

. DI-3000,  developed  by  Precision  Visuals,  is  an  integrated  system 

of  160  user-callable  graphics  subroutines  that  permits  the  user 
to  define  variables  relating  to  color;  line  and  character  style, 
size,  or  thickness;  screen  placement;  graphic  display  styles;  and 
more. 

. GRAFMAKER,  also  developed  by  Precision  Visuals,  provides 
user-callable  subroutines  for  high-level  data  presentation, 
including  pie  charts,  bar  charts,  and  line  graphs. 

. DRAW  is  a user  friendly  front-end  to  GRAFMAKER  developed 
by  DTSS  to  provide  business  graphics  capabilities  for  novice 
users. 

. A picture  file  translator  transforms  DI-3000  and  GRAFMAKER 
pictures  stored  in  a file  into  visual  output  on  any  graphics 
device. 

Office  automation  aids  include: 

. VID,  a full  screen  editor. 

. OFF,  a fast  formatting  system. 

. SPELL,  a user-controlled  dictionary. 

. STENO,  a letter  writing  system  which  formats  both  letters  and 
envelopes. 

. MAILMAN,  a coded  address  list. 

. MAIL,  an  electronic  mail  system. 

ESP/C,  DTSS's  micro-to-mainframe  communications  package  permits 
Honeywell  mainframe  or  UNIX-based  users  to  interface  with  IBM  and 
compatible  microcomputers.  License  fees  vary  according  to  user 
requirements. 
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• In  1979  DTSS  began  offering  interactive  utility  processing  services  based  on 
its  DTSS  Operating  System. 

Network  offerings  are  listed  in  the  exhibit. 

Processing  services  are  provided  to  Metropolitan  Life,  resellers  of 
processing  services,  and  end  users. 

Services  are  available  on  a retail  timesharing  and  an  Associates  Plan 
basis.  The  Associates  Plan  provides  for  substantial  discounts  and  is 
intended  for  the  large  volume  user. 

• Professional  services  revenue  is  generated  from  providing  system  analysis  and 
custom  programming  to  processing  and  software  clients. 

• DTSS  also  provides  the  following  support  services  to  its  clients: 

Professional  training  (both  structured  and  customized). 

Documentation. 

Telephone  consultation. 

INDUSTRY  MARKETS 

• DTSS  software  is  licensed  to  companies  from  various  industries.  Processing 
services  are  used  by  consultants,  software  developers,  accounting  firms, 
banks,  minicomputer-based  timesharing  services,  and  Fortune  500  companies. 

GEOGRAPHIC  MARKETS 

• Approximately  95%  of  DTSS's  1984  revenue  was  derived  from  the  U.S.  The 
remaining  5%  was  derived  from  Canada  and  Europe. 

The  company  anticipates  that  90%  of  1985  revenue  will  be  derived 
from  the  U.S.  and  10%  from  Canada  and  Europe. 

• DTSS  has  a branch  office  in  Denver. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• DTSS  has  a Honeywell  DPS  8/44  with  dual  processors  operating  under  the 
DTSS  Operating  System  installed  at  its  data  center  in  Lebanon  (NH). 

• Clients  can  access  the  DTSS  network  via  direct  dial,  TYMNET,  Telenet, 
Datapac  in  Canada,  and  Transpac  in  France. 
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EXHIBIT 

DTSS  NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 


• OPERATING  ENVIRONMENT 

- HONEYWELL  DPS  8/44,  DTSS 

• PROGRAMMING  LANGUAGES  SUPPORTED 

- BASIC 

- COBOL 

- FORTRAN 

- PL/1 

- PASCAL 

• DATA  MANAGEMENT  SOFTWARE 

- DATASYS  - HISAM 

- GUIDE  - ENTER 

- VUE 

- SCORES 

- VSAM 

• DECISION  SUPPORT/FORECASTING 

- MODEL 

- SIBYL/RUNNER 

• STATISTICS 

- P-STAT 

- MINITAB 

• FINANCIAL/ACCOUNTING 

- COUNT  INTEGRATED  FINANCIAL  SYSTEM 

• ACCOUNTING  DATA  MANAGEMENT 

• ACCOUNTS  PAYABLE 

• SPREAD 

- DTSS  BILLING  SYSTEM 


APPLICATION  AREA/PRODUCT  NAME 


• GRAPHICS 

- D I -3000 

- GRAFMAKER 

- DRAW 

• OFFICE  AUTOMATION 

- VID 

- OFF 

- SPELL 

- STENO 

- MAILMAN 

- MAIL 

- LINE  EDITORS 

• OTHER 

- ESP/C 
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DTSS  INCORPORATED 

10  Allen  Street 
Hanover,  NH  03755 
(603) 643-6600 


Peter  R.  Genereaux,  President 
Wholly  Owned  Subsidiary  of 
Metropolitan  Life  Insurance  Company 
Total  Employees:  80 
Total  Revenue,  Fiscal  Year  End 
12/31/80:  $4,000,000* 


PRINCIPAL  BUSINESS 

• DTSS  Incorporated  became  a software  products  subsidiary  of  Dartmouth 
College  in  1972,  marketing  an  operating  system  software  package.  In  late 
1978,  DTSS  was  acquired  by  Metropolitan  Life  Insurance  Company. 

Since  then  DTSS  has  begun  to  provide  interactive  utility  processing 
services  and  to  manufacture  communications  hardware.  Marketing 
emphasis  has  been  changed  from  software  license  sales  to  processing 
services. 

SOURCES  OF  REVENUE* 

50%  Software  products. 

50%  Utility  processing  services. 

EMPLOYEES 

DTSS: 

Marketing/sales 
Software  development 
Customer  support/documentation 
Computer  operations/software  control 
TEMPO 

General  and  administrative 


18 

22 

II 

8 

II 

]0 

80 


PRODUCTS  AND  SERVICES 

• In  June  1979  DTSS  began  offering  interactive  utility  computing  services  based 
on  its  Dartmouth  Time  Sharing  System.  Services  are  available  on  a retail 
timesharing  and  an  Associates  Plan  basis. 

The  retail  timesharing  plan,  including  standard  connect  time,  storage, 
and  information  processing  fees,  is  used  by  approximately  half  the 
processing  client  base. 
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Under  the  Associates  Plan,  DTSS  offers  discounts  of  50%  for  users  with 
up  to  $60,000  per  month  in  fees,  and  55%  for  those  with  over  $60,000 
per  month.  Other  features  include: 

. No  minimum  usage  requirements  or  charge. 

. Free  computing  time  worth  $5,000  at  nondiscounted  rates  upon 
membership. 

. Two  and  one-half  days  training. 

. A software  exchange  plan  under  which  Associates  may  offer 
programs  to  other  DTSS  users  on  a royalty  basis. 

. An  enrollment  fee  of  $10,000. 

DTSS  sells  time  primarily  to  consultants,  accountants,  software 
developers,  and  Fortune  500  companies  for  direct  use  and  resale  to 
third  parties. 

DTSS  offers  languages,  utilities,  and  data  management  software  only  on 
the  processing  service.  Modeling  and  graphics  packages  will  be 
introduced  in  1981. 

• DTSS's  timesharing  operating  system,  the  Dartmouth  Time  Sharing  System, 
running  on  Honeywell  Series  6000,  Series  60,  Level  66,  and  DPS  8 Series 
mainframe  computers  is  also  available  as  a software  product. 

System  languages  include  BASIC,  COBOL  (ANS  74),  FORTRAN  (ANS 
77),  and  PL/I. 

A DTSS  developed  relational  data  base  management  system,  DataSys,  is 
optional,  as  is  a report-writing  and  administration  interface. 

The  system  has  text  editing  and  word  processing  capabilities,  including 
VID,  a screen-oriented  editing  facility. 

Depending  upon  mainframe  size,  the  system  will  support  up  to  288 
simultaneous  users. 

Currently  12  clients  have  licensed  the  system  for  use  on  24  Honeywell 
mainframes.  Monthly  license  fees  range  from  $3,500  to  $15,000, 
depending  upon  the  mainframe  size  and  the  number  of  software  modules 
ordered. 

• DTSS  began  marketing  the  TEMPO*  Response  Time  Monitor  in  April  1980.  For 
use  between  the  keyboard  and  display  on  IBM  3270  terminals,  it  measures  the 
time  the  keyboard  is  locked  while  the  host  computer  is  processing  a trans- 
action. 
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INDUSTRY  MARKETS 

• DTSS  software  is  licensed  to  companies  from  various  industries.  Computing 
services  operations  are  used  by  consultants,  software  developers,  accounting 
firms,  banks,  minicomputer-based  timesharing  services,  and  Fortune  500 
companies. 

GEOGRAPHIC  MARKETS 

• DTSS  has  licensed  software  worldwide.  Interactive  computing  services  are 
available  worldwide  via  Telenet,  Datapac  in  Canada,  and  Transpac  in  France. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• DTSS  has  one  data  center  which  has  the  following  equipment: 

Two  Honeywell  DPS  8/44s  operating  in  tandem  under  DTSS's  proprietary 
system. 
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COMPANY  HIGHLIGHT 


D.T.S.S.,  INC. 

10  Allen  Street 
Hanover,  NH  03755 
(603)  643-4672 


Robert  F.  Hargraves,  Jr.,  President 
Wholly  owned  subsidiary  of  Dartmouth 
College 

Total  employees:  13 
Total  revenues  for  fiscal  year  end 
6/30/78:  $1,000,000* 


THE  COMPANY 

• D.T.S.S.,  Inc.  became  a New  Hampshire  corporation  in  1972  as  a software 
products  subsidiary  of  Dartmouth  College.  In  exchange  for  assistance  in 
getting  D.T.S.S.  established,  Dartmouth  College  has  received  a software 
license. 

• D.T.S.S.  management  states  that  the  company  has  been  profitable  on  a cash 
basis  since  1975. 

• The  13  D.T.S.S.  employees  are  distributed  as  follows: 


Marketing/sales  3 

Software  services  and  customer  support  7 

General  and  administrative  3 

Computer  operations  0 


13 


KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  D.T.S.S.  revenues  are  generated  by  the  sale  of  its 
software  product.  This  product,  the  Dartmouth  Time  Sharing  System  (DTSS) 
has  been  the  company's  sole  software  product  for  nearly  seven  years.  A new 
software  product,  DataSys,  is  planned  for  release  in  1978. 

• DTSS  is  a complete  operating  system,  which  runs  on  Honeywell  Series  6000  and 
Series  60  Level  66  equipment  and  which  is  also  capable  of  communicating  with 
IBM  360  and  370  series  computers. 

It  includes  sorting  and  text  editing  routines  as  well  as  a program  library 
with  over  900  business  and  academic  applications. 

DTSS  languages  include  BASIC,  FORTRAN,  COBOL,  PL/ 1,  APL, 
ALGOL. 

Management  states  that  DTSS  can  handle  more  than  200  users 
simultaneously  and  provide  responses  within  a few  seconds. 
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• The  company  will  customize  DTSS.  Revenues  from  this  contract  work  are 
negligible. 

• The  charge  for  a license  to  use  DTSS  is  $9,000  per  month.  However,  some  long 
time  users  pay  a somewhat  lower  price. 

DTSS  is  also  available  for  purchase;  to  date,  no  users  have  done  this. 
Service  Bureau  users  of  DTSS  can  convert  DTSS  from  remote  access  to 
in-house  use. 

• The  eleven  users  of  DTSS  include  five  remote  computing  services  companies. 

Remote  computing  users  are: 

Computer  Sharing  Services  (Denver,  CO) 

Corporate  Time  Sharing  (New  York,  NY) 

Grumman  CallData  (Newton,  MA) 

Poly  Com  (Toronto,  Canada) 

Telesystemes  (Paris,  France) 

Other  users  are: 

General  Motors  (Detroit,  Ml) 

Hughes  Aircraft  (Los  Angeles,  CA) 

Singer  Company  (New  York,  NY) 

Union  Carbide  (Buffalo,  NY) 

U.S.  Naval  Academy  (Annapolis,  MD) 

Dartmouth  College  (Hanover,  NH) 

• DataSyS,  a data  base  management  system,  is  a new  software  product  that 
D.T.S.S.  expects  to  market  before  the  end  of  1978.  It  will  be  offered  as  an 
option  for  DTSS.  As  with  DTSS,  DataSyS  will  have  Honeywell  equipment 
compatibility. 


APPLICATIONS  DTSS  is  a utility  software  package. 

INDUSTRY  MARKETS  Fiscal  1978  revenues  were  distributed  by  industry  as  follows: 

Manufacturing  36% 

Discrete  27% 

Process  9 

Education  18 

Computer  services:  remote  computing  service 
bureaus  46 

100% 
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GEOGRAPHIC  MARKETS  Over  80%  of  fiscal  1978  revenues  were  derived  from  the 
U.S.  and  20%  from  Europe  and  Canada.  Revenues  are  distributed  by  geographic 
region  as  shown  below: 


United  States 

New  England  states  (Massachusetts 
and  New  Hampshire) 

Middle  Atlantic  area  (New  York) 
East  north  central  area  (Michigan) 
South  Atlantic  states  (Maryland) 
Mountain  states 
Pacific  states 


82% 

18 

28 

9 

9 

9 

9 


International 

Canada  (Toronto) 
Europe  (Paris) 


18% 

9 

9 


100% 


COMPUTER  HARDWARE  AND  SOFTWARE  D.T.S.S.  does  not  have  an  in-house 
computer.  It  leases  test  time  on  a Honeywell  66/40  running  under  D.T.S.S.,  which 
belongs  to  Dartmouth  College. 
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COMPANY  HIGHLIGHT 


DASD  CORPORATION 

9045  N.  Deerwood  Drive 
Milwaukee,  WI  53223 
(414)  355-3405 


Michel  Berty,  President 
Subsidiary  of  CAP  Gemini  Sogeti 
Total  Employees:  800 
Total  Revenue,  Fiscal  Year  End 
12/31/82:  $41,300,000 


THE  COMPANY 

• DASD  Corporation,  established  in  1974,  provides  systems  and  applications 
software  consulting,  contract  programming,  conversion  services,  education, 
and  systems  software  products. 

• In  January  1981  DASD  was  acquired  by  CAP  Gemini  Sogeti,  the  parent  holding 
company  of  approximately  30  computer  services  subsidiaries  primarily  en- 
gaged in  professional  services  consulting,  systems  design  and  implementation, 
and  software  development  and  marketing.  Headquartered  in  Paris,  CAP 
Gemini  Sogeti  is  active  throughout  Europe,  the  United  States,  and  Africa, 
with  nearly  4,000  employees  and  1982  revenue  of  $152.6  million. 

• In  April  1982,  DASD  merged  with  CAP  Gemini  Inc.,  a wholly  owned  subsidiary 
of  CAP  Gemini  Sogeti  specializing  in  professional  services  for  large  U.S. 
government  agencies. 

CAP  Gemini  Inc.,  headquartered  in  Vienna  (VA)  had  approximately  30 
employees  at  the  time  of  the  merger. 

The  company  has  retained  its  name  and  now  operates  as  a subsidiary  of 
DASD. 

• On  May  31,  1982,  DASD  acquired  Spiridellis  & Associates,  Inc.  of  New  York 
City.  Terms  of  the  purchase  were  not  disclosed. 

Spiridellis  provides  systems  and  applications  software  consulting  and 
disaster  recovery  planning  and  services.  Spiridellis'  Data  Center  and 
CompEd  divisions  were  divested  after  the  acquisition. 

At  the  time  of  the  purchase,  Spiridellis  had  over  300  employees  and 
calendar  1981  revenue  of  approximately  $16  million. 

The  company  has  retained  its  name  and  now  operates  as  a subsidiary  of 
DASD. 

• The  majority  of  CAP  Gemini  Sogeti's  USA  Group  operations  are  conducted 
through  DA$D  and  its  subsidiaries.  The  remainder  of  the  USA  Group's  busi- 
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ness  is  provided  through  CAP  Gemini  Services  of  Vienna  (VA),  formed  in 
December  1982  to  provide  professional  services  to  the  Department  of  Defense 
and  other  U.S.  government  agencies  engaged  in  security  programs. 

• DASD's  1982  revenue,  which  includes  an  estimated  $1  I million  from  Spiridellis 
and  $1.5  million  from  CAP  Gemini  Inc.,  reached  $41.3  million,  a 79%  increase 
over  1981  revenue  of  $23.1  million.  1981  revenue  has  not  been  restated  to 
reflect  merger/acquisition  activity  in  1982. 

DASD  management  estimates  1983  revenue  will  exceed  $55  million. 

• As  of  December  1982  DASD  had  800  employees.  In  June  1983  the  company 
had  820  employees,  segmented  as  follows: 

Marketing/sales  50 

Software  services/technical  support  720 

General  and  administrative  _50 

820 

• Major  competitors  of  DASD  include  Software  Design  Associates,  Computer 
Sciences  Corporation,  Electronic  Data  Systems,  and  Informatics  General 
Corporation. 

KEY  PRODUCTS  AND  SERVICES 


DASD's  1982  revenue  was  derived  approximately  as  follows: 


Percent  Revenue 

of  Total  ($  millions) 


Professional  services  97%  $40.0 

Contract  programming  and 
conversion  services  (83.5%) 

Management  consulting  (13%) 

Education  (0.5%) 

Software  products  _3  1 .3 

100%  $41.3 


DASD's  professional  services  include  customized  applications  software  design, 
systems  design,  programming,  and  maintenance.  Areas  of  expertise  include: 

Conversion  methodology. 

Data  base  oriented  telecommunications  systems. 

Design  and  implementation  of  interactive  systems. 

Distributed  processing  systems. 

Design  and  implementation  of  micro  computing  systems. 
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• Professional  services  contracts  include: 

Developing  Eligibility  and  Claims  Processing  systems  as  a part  of  the 
state  of  Maryland's  Medicaid  Management  Information  System  redesign 
project. 

Assisting  Garrett  Air  Research  Aviation  Company  in  its  company-wide 
requirements  planning  and  software  evaluation  for  a distributed  data 
processing  network. 

Systems  design  and  programming  support  for  the  development  of  Boise 
Cascade  Corporation's  Management  Information  Improvement  Program. 

Assistance  by  Spiride  1 1 is  to  Metropolitan  Insurance  Company  in  business 
systems  analysis,  data  base  design,  and  telecommunications  and  data 
base  programming/analysis. 

Providing  project  leadership,  systems  analysis,  programming,  and  data 
base  administration  support  for  American  Bell's  business  processing 
systems. 

Developing  software  for  Anacomp's  Continuous  Integrated  System 
(CIS),  a package  for  the  banking  industry. 

Converting  applications  for  Resort  Condominium  International  from  a 
minicomputer  with  16  terminals  to  a mainframe  supporting  16  mega- 
bytes of  memory. 

Adapting  and  installing  applications  for  the  Rock  Island  oil  company 
and  developing  a service  station  management  system. 

• The  company  has  developed  its  own  conversion  methodology  which  incorpo- 
rates a survey  technique,  a modeling  master  program,  a planning  methodology, 
and  implementation  procedures  which  use  DASD's  proprietary  systems  soft- 
ware packages. 

• DASD's  management  consulting  services  include  EDP  auditing,  soft- 
ware/hardware evaluation,  cost  benefit  analysis,  project  management,  devel- 
opment of  master  plans,  and  feasibility  studies. 

• DASD's  software  is  designed  for  IBM  and  plug  compatible  mainframes. 

Language  translators  offered  by  DASD  include: 

RPG/RPG  I I to  COBOL,  priced  at  $19,800. 

NEAT/3  to  COBOL,  priced  at  $ 1 7,400. 

. DIBOL  to  COBOL,  priced  at  $12,500. 

FORTRAN  to  FORTRAN,  priced  at  $ 1 9,800. 

. DOS  ALC  to  OS/MVS,  priced  at  $1  1,500. 
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. Any  COBOL  to  any  other  COBOL,  priced  at  $5,800. 

. CCP  to  CICS,  priced  at  $24,800. 

Utility  software  products  available  include: 

. File  Translator,  a parameter  driven  utility  program  which 
permits  the  reformatting  of  files  from  one  computer  environ- 
ment to  another.  The  system  handles  variances  between  main- 
frames, increases  or  decreases  in  field  size,  or  addition  of  new 
fields.  It  is  priced  at  $9,000. 

. JCL  Translator,  a parameter  driven  utility  program  used  to 
generate  OS/MVS  JCL  using  the  current  DO$  JCL.  The  product 
permits  flexibility  in  names,  conventions,  and  formatting  used 
for  newly  generated  JCL.  It  is  priced  at  $4,400. 

• In  early  1983,  as  the  result  of  a partnership  formed  between  CAP  Gemini 
Sogeti  and  Videographic  Systems,  DASD  became  involved  in  the  U.S.  technical 
expansion  and  marketing  of  videotex  and  teletext  systems  developed  by 
Videographic  Systems. 

DASD  is  responsible  for  the  installation  and  support  of  both  the  soft- 
ware and  hardware  requirements  for  U.S.  clients.  Videotex  and  tele- 
text systems  are  now  available  in  the  New  York  City/Washington,  D.C. 
area. 

• The  Development  Group,  the  technological  center  for  all  CAP  Gemini  Sogeti 
companies,  is  responsible  for  research  and  development  of  both  products  and 
services.  Theoretical  and  applied  research  programs  are  presently  being 
conducted  in  these  and  other  areas:  data  base  management  systems;  artificial 
intelligence  in  the  form  of  natural-language  processing,  automatic  translation, 
and  speech  recognition;  and  telematics,  teletext,  and  videotex  systems. 

INDUSTRY  MARKETS 

• DASD  provides  products  and  services  across  industry  sectors,  primarily  bank- 
ing, manufacturing,  insurance,  retail,  communications,  and  federal,  state,  and 
local  government.  Seventy  percent  of  DASD's  customers  are  Fortune  100 
companies. 

GEOGRAPHIC  MARKETS 

• Virtually  all  of  DASD's  1982  revenue  was  derived  from  the  U.S.  Approxi- 
mately $100,000  was  derived  from  foreign  sales  of  its  software  products. 

• DASD  is  organized  into  five  regional  divisions:  Northeastern  (Spiridell is  & 
Associates),  Eastern,  Midwestern,  Southern,  and  Western.  These  regional 
divisions  encompass  25  branch  locations  in  the  following  cities: 
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Atlanta,  Baltimore,  Chicago,  Columbus,  Dallas,  Des  Moines,  Detroit, 
Tampa,  Houston,  Indianapolis,  Jacksonville,  Los  Angeles,  Miami, 
Milwaukee,  Minneapolis,  New  York  City,  Philadelphia,  Pittsburgh, 
Portland,  San  Francisco,  Seattle,  St.  Louis,  and  Washington,  D.C. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• DASD  is  currently  using  IBM  Personal  Computers  for  project  management  and 
control,  conversion  modeling,  and  internal  communications.  Plans  include 
installing  an  IBM  PC  in  each  branch  office  by  fall  1983. 
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DASD  CORPORATION 

9045  N.  Deer  wood  Drive 
Milwaukee,  Wl  53209 
(414) 355-3405 


Martin  R.  Marshall,  President 
Private  Corporation 
Total  Employees:  500 
Total  Revenues,  Fiscal  Year  End 
4/30/80:  $18,286,000 


THE  COMPANY 

• DASD  Corporation  was  formed  by  Martin  R.  Marshall  and  David  B.  Marshall  in 
April  1974  to  provide  systems  design,  management  consulting  and  program- 
ming services.  DASD  has  since  concentrated  on  providing  contract  program- 
ming services  and  developing  systems  software  products. 

• DASD  has  had  an  excellent  growth  rate.  Revenues  have  grown  at  a compound 
annual  rate  of  142%  over  the  last  five  years.  Fiscal  year  1980  revenues  were 
$18,286,000,  a gain  of  24%  over  1979's  $14,729,000.  DASD  management 
projects  revenues  in  FY  1981  of  $22.5  million  and  claims  the  firm  has  been 
profitable  since  1974.  A five-year  financial  summary  follows: 


DASD 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  Thousands,  FYE  4/30) 


"—FISCAL  YEAR 

ITEM 

1980 

1979 

1978 

1977 

1976 

Revenues 

$18,286 

$14,729 

$8,597 

$ 2,195 

$ 817 

. Percent  increase 

24% 

71% 

292% 

169% 

270% 

from  previous  year 

• DASD  is  organized  into  three  regional  divisions:  Eastern  Region,  Midwest 

Region  and  Southwest  Region. 


On  March  31,  1980,  DASD  formed  the  Business  Systems  Division  to 
develop  and  market  general  business  turnkey  systems.  The  planned 
systems  will  be  targeted  at  three  user  categories: 

. First-time  users. 

. Medium-size  users  who  want  to  diversify  and  expand  their  host 
systems  by  adding  products  from  other  vendors. 

. Large  companies  with  a need  for  enhanced  distributed  processing 
capabilities. 
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• DASD  has  approximately  500  employees,  segmented  as  follows: 


Marketing/sales 

50 

Software  services/technical  support 

400 

General  & administrative 

50 

500 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  97%  ($17.7  million)  of  DASD's  revenues  in  FY  1980  were 
derived  from  professional  services  and  3%  ($0.6  million)  from  proprietary 
software  products.  Revenues  from  professional  services  were  derived  as 
follows: 


Contract  programming 
(including  conversions) 

90% 

Management  and  systems 

consulting 

10 

100% 

• Specialty  areas  of  DASD's  contract  programming  staff  include  a wide  variety 
of  industry  applications  including  manufacturing,  education,  distribution  and 
medical  systems.  However,  DASD's  primary  specialty  is  in  systems  program- 
ming and  conversions. 

• DASD  offers  a number  of  proprietary  software  packages  for  conversion  and 
utility  applications. 

Language  translators  offered  by  DASD  include: 

RPG/RPG  1 1 to  COBOL. 

NEAT/3  to  COBOL. 

DIBOL  to  COBOL. 

FORTRAN  to  FORTRAN. 

DOS  ALC  to  OS  ALC. 

. Any  COBOL  to  any  other  COBOL. 

MAP  to  IBM  OS  ANS  COBOL. 

Utility  software  includes  the  following: 

. MAPGEN,  a CICS  utility  map  generator,  eliminates  the  need  to 
code  BMS  macros.  A brief  specification  form  enables  MAPGEN 
to  produce  full  DFHMSD,  DFHMDI  and  DFHMDF  macro  source 
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statements.  MAPGEN  options  aid  in  the  use  of  extended 
features  of  basic  mapping  using  CICS/VS.  It  can  also  be  used  in 
an  on-line  environment.  MAPGEN  is  operational  on  IBM  360/- 
370/303X  under  DOS,  DOS/VS,  OS,  OS/VS. 

IV$AM,  developed  by  Oliver,  Ouellette  & Morin  Inc.,  a Canadian 
firm,  intercepts  calls  that  would  normally  go  to  VSAM  from  user 
programs  written  in  Assembler,  COBOL  or  PL/I. 


INDUSTRY  MARKETS  DASD  provides  services  to  every  industry  sector.  The 
company  stated  that  no  more  than  5%  of  its  revenues  are  derived  from  any  one 
client. 


GEOGRAPHIC  MARKETS 


One  hundred  percent  of  DASD's  revenues  are  derived  from  the  U.S.  DASD  has 
23  branch  locations  in  the  following  cities: 


Atlanta 

Baltimore/Washington,  D.C. 

Chicago 

Dallas 

Denver 

Des  Moines 

Detroit 

Tampa 

Hartford 

Houston 

Indianapolis 

Kansas  City 


Los  Angeles 

Madison 

Milwaukee 

Minneapolis 

Omaha 

Philadelphia 

Pittsburgh 

Portland 

San  Francisco 

Seattle 

St.  Louis 


HARDWARE  DASD  has  no  hardware  installed. 
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COMPANY  PROFILE 


DNS  ASSOCIATES,  INC.  Hugh  W.  Stewart,  President 

1 Militia  Drive  Private  Company 

Lexington,  MA  02173  Total  Employees:  16 


(617)  862-8569 

Total  1990  Revenue:  $1,000,000  + 

The  Company 

• DNS  Associates,  founded  in  1978,  provides  EDI  software 
development  and  consulting  services  to  all  industries.  Originally 
formed  to  provide  consulting  services  to  transportation  companies 
and  users,  the  company  still  provides  computer  network  modelling 
primarily  to  the  rail  industry. 

The  company's  strategy  remains  directed  at  those  organizations 
promoting  EDI  among  their  suppliers  and  customers  through 
Trading  Partner  Expansion  Programs. 

In  addition  to  its  16  full-time  employees,  DNS  also  has  outside 
associates  available  for  specific  customer  requirements. 

Key  Products  and 
Services 

The  company  derives  80%  of  its  revenue  from  EDI  software  and 
related  services.  The  remainder  of  revenue  is  derived  from  other 
consulting  services  in  the  transportation  industry. 

DNS  introduced  its  EDI/EDGE  software  in  1986  and  currently 
markets  it  to  all  industries  worldwide.  The  product  is  available  for 
IBM  PC,  PS/2,  and  compatibles;  DEC  VAX;  and  UNIX  systems. 

EDI/EDGE  is  a flexible  EDI  document-handling  system  that 
allows  a user  to  describe  and  transmit  any  type  of  document  in  any 
EDI  format,  while  being  compatible  with  all  published  EDI 
standards,  including  ANSI  and  TDCC.  EDI/EDGE  includes  five 
major  components: 

• User  Interface  enables  documents  to  be  created,  stored, 
retrieved,  printed,  and  transmitted.  A variety  of  aids,  including 
table  lookups  and  data-type  checks,  are  available  to  assure 
accurate  input. 

• Files  stores  transactions  and  connects  to  EDI  communications 
to  transmit  and  receive  information  electronically.  The  Files 
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system  also  has  provisions  for  backing  up  data  and  purging  old 
completed  transactions. 

• Forms  permits  the  creation  and  storage  of  custom-designed 
forms  using  the  specific  items  required  in  a format  compatible 
with  existing  operations. 

• EDI  Communications  handies  both  transmission  and  receipt  of 
EDI  transactions.  This  system  runs  in  a "background"  mode  so 
communications  can  occur  simultaneously  with  other 
operations.  When  transmission  is  initiated  by  a trading  partner, 
the  EDI/EDGE  workstation  is  able  to  receive  the  information 
unannounced. 

• Print  provides  a paper  copy  so  the  same  system  can  also 
produce  documents  for  non-EDI  trading  partners.  A physical 
paper  record  may  also  be  required  for  approval  signatures  and 
for  departments  operating  in  a paper  environment. 

DNS  Associates  also  provides  modifications  to  EDI/EDGE 
software,  consulting  services  for  forms  design,  and  custom  software 
development-as  well  as  services  such  as  telephone  support,  the 
EDI/EDGE  Newsletter,  and  the  EDI/EDGE  user  group. 

• A recent  modification  to  EDI/EDGE  for  a railroad  places  the 
software  at  a central  site  for  directly  receiving  in-bound 
messages,  and  acts  as  a front-end  workstation  to  upload 
received  messages  and  download  pending  outgoing  messages 
from  the  corporate  mainframe. 

DNS  has  OEM  relationships  with  several  organizations,  including 
IBM,  Martin  Marietta,  three  international  trade  software  vendors, 
two  networks  that  use  EDI/EDGE  for  on-line  translation,  and  a 
banking  software  developer. 


Industry  Markets  EDI/EDGE  products  and  services  are  targeted  at  all  industries, 

from  small  to  midsized  companies  as  well  as  industry  leaders.  The 
products  are  designed  so  that  small  companies  can  install  and 
operate  with  little  or  no  training. 

EDI  clients  are  varied  and  include  BC  Rail,  Ltd;  E.I.  duPont  de 
Nemours  & Company;  Whirlpool  Financial  Company;  The 
Pillsbury  Company;  Commonwealth  Bank  of  Australia;  and  the 
Australian  and  New  Zealand  governments. 
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Geographic 

Markets 

DNS  markets  worldwide  through  distributors  and  domestically 
through  direct  sales. 

The  company  is  headquartered  in  Lexington  (MA)  and  has  sales 
offices  in  Philadelphia  (PA),  Minneapolis  (MN),  and  San  Diego 
(CA). 
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COMPANY  PROFILE 


DNS  ASSOCIATES,  INC.  Hugh  W.  Stewart,  President 

1 Militia  Drive  Private  Company 

Lexington,  MA  02173  Employees:  10 

(617)  862-8569  Total  Revenue,  Fiscal  Year  End 


8/31/88:  $2,000,000 

The  Company 

DNS  Associates,  founded  in  1978,  provides  software  development 
and  consulting  services  to  transportation  and  other  distribution 
companies;  electronic  data  interchange  (EDI)  software  and 
professional  services  for  all  industries;  maintenance  management 
software  for  field  service  providers;  and  disaster  recovery  services 
for  Prime  computer  users. 

As  of  September  1988,  DNS  Associates  had  10  full-time 
permanent  employees,  as  well  as  many  outside  consultants 
available  for  specific  contract  work. 

Revenue  for  the  company  was  approximately  $2  million  for  the 
fiscal  year  ending  August  31,  1988. 

Key  Products  and 
Services 

Approximately  50%  of  DNS  Associates'  fiscal  1988  revenue  was 
derived  from  EDI  software,  professional  services,  and  other 
related  services.  Another  5%  of  the  company's  revenue  was 
derived  from  its  maintenance  management  software,  Service  Edge, 
which  is  sold  to  field  service  companies.  Less  than  5%  of  revenue 
was  derived  from  the  company's  subsidiary  operation,  Phoenix 
Services,  which  provides  disaster  recovery  services  for  Prime 
computer  users. 

• The  remaining  40%  of  the  company's  revenue  is  derived  from 
consulting  services  (non-information-services)  provided  to  the 
transportation  industry.  Specifically,  the  company  has 
developed  most  of  its  expertise  in  the  railroad  industry. 

Although  DNS  Associates  introduced  its  microcomputer-based 
EDI  software  in  1986  as  a result  of  a client  relationship  with  a 
railway,  the  company  now  provides  its  EDI  software  and 
professional  services  to  all  industries.  In  addition  to  running  on 
the  IBM  PC  and  compatible  computers,  the  software  is  now  also 
available  for  IBM  mainframes  (MVS),  DEC  VAX  (VMS),  and 
other  minicomputers  (UNIX). 
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EDI/EDGE  is  a flexible  EDI  document-handling  system  that 
allows  a user  to  describe  and  transmit  any  type  of  document  in  any 
EDI  format,  while  being  compatible  with  all  published  EDI 
standards,  including  ANSI  and  TDCC.  EDI/EDGE  includes  five 
major  components: 

• User  Interface  enables  documents  to  be  created,  stored, 
retrieved,  printed,  and  transmitted.  A variety  of  aids,  including 
table  lookups  and  data  type  checks,  are  available  to  assure 
accurate  input. 

• Files  stores  transactions  and  connects  to  EDI  communications 
to  transmit  and  receive  information  electronically.  The  Files 
system  also  has  provisions  for  backing  up  data  and  purging  old 
completed  transactions. 

• Forms  permits  the  creation  and  storage  of  custom-designed 
forms  using  the  specific  items  required  in  a format  compatible 
with  existing  operations. 

• EDI  Communications  handles  both  transmission  and  receipt  of 
EDI  transactions.  This  system  runs  in  a "background"  mode  so 
communications  can  occur  simultaneously  with  other 
operations.  When  transmission  is  initiated  by  a trading  partner, 
the  EDI/EDGE  workstation  is  able  to  receive  the  information 
unannounced. 

• Print  provides  a paper  copy  so  the  same  system  can  also 
produce  documents  for  non-EDI  trading  partners.  A physical 
paper  record  may  also  be  required  for  approval  signatures  and 
for  departments  operating  in  a paper  environment. 

DNS  Associates  also  provides  modifications  to  EDI/EDGE 
software,  consulting  services  for  forms  design,  and  custom  software 
development--as  well  as  services  such  as  telephone  support,  the 
EDI/EDGE  Newletter,  and  the  EDI/EDGE  user  group. 


Industry  Markets  Despite  its  origin  in  the  railroad  industry,  EDI  EDGE  is  a 

horizontal  application.  DNS  Associates  targets  companies  that 
may  already  have  PCs  but  have  no  programming  staff  to 
implement  a complicated  EDI  package.  Users  can  install  the 
software,  although  some  training  in  EDI  is  required. 

EDI  clients  include  Boise  Cascade,  E.I.  duPont,  Pillsbury,  the  New 
Zealand  government,  and  the  Australian  New  Zealand  Banking 
Group,  among  others. 
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Markets 


DNS  Associates  sells  its  products  and  services  throughout  the  U.S. 
and  internationally.  The  company's  strategy  is  to  identify  "pushers" 
who  will  sell  the  product  for  them.  "Pushers"  are  large  user 
companies,  such  as  manufacturers,  that  want  their  customers  to 
order  via  EDI.  The  company  will  buy  software  from  DNS 
Associates  and  then  either  give  it  away  or  resell  it  to  customers 
and  suppliers. 
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COMPANY  PROFILE 


DAISY  SYSTEMS  CORPORATION 

700  East  Middlefield  Road 
P.O.  Box  7006 
Mountain  View,  CA  94043 
(415)  960-0123 


Max  Palevsky,  Chairman 
Norman  E.  Friedmann,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  801 
Total  Revenue,  Fiscal  Year  End 
9/30/87:  $100,860,000 


The  Company  Daisy  Systems  Corporation,  founded  in  1980,  designs, 

manufactures,  markets,  and  services  computer-aided  engineering 
(CAE)  turnkey  systems  for  the  electronics  industry.  Daisy  systems 
support  design  entry,  verification,  test  development,  physical 
layout,  and  system  integration  at  the  integrated  circuit  (IC)  and 
system  levels.  Daisy  is  a value-added  reseller  for  the  DEC 
Micro  VAX  II  and  the  IBM  PC/AT. 

Fiscal  1987  revenue  was  $100.9  million,  a 6%  decrease  from  fiscal 
1986  revenue  of  $107.1  million.  Net  losses  rose  from  $1.1  million 
in  fiscal  1986  to  $16.3  million  in  fiscal  1987.  A five-year  financial 
summary  follows: 
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DAISY  SYSTEMS  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

9/87 

9/86 

9/85 

9/84 

9/83 

Revenue 

• Percent  increase 

$100,860 

$107,149 

$122,548 

$69,148 

$17,474 

(decrease)  from 
previous  year 

(6%) 

(13%) 

77% 

296% 

283% 

Income  (loss)  before 
taxes 

• Percent  increase 

$(23,676) 

$(5,681) 

$35,752 

$19,381 

$3,321 

(decrease)  from 
previous  year 

(317%) 

(116%) 

84% 

484% 

★ 

Net  income  (loss) 

• Percent  increase 

$(16,276) 

$(1,081) 

$21,158 

$11,030 

$2,581 

(decrease)  from 
previous  year 

* 

(105%) 

92% 

327% 

★ 

Earnings  (loss) 
per  share 

• Percent  increase 

$(0.92) 

$(0.06) 

$1.22 

$0.73 

$0.19 

(decrease)  from 
previous  year 

★ 

(105%) 

67% 

284% 

850% 

Percent  change  exceeds  1,000%. 


Daisy  management  attributes  fiscal  1987  losses  to  the  following: 

• Declines  in  North  America  sales  resulting  from  less-than-full- 
year  availability  of  the  company's  new  Intel  80386-based 
product  line.  Volume  shipments  did  not  begin  until  June  1987. 

• Second  and  third  quarter  results  include  a one-time  pretax 
charge  of  $8.3  million  to  cover  fixed  asset  and  inventory 
writedowns  associated  with  the  introduction  of  the  new  80386- 
based  product  line,  provisions  for  severance  and  other 
employee  benefits  relating  to  staffing  changes,  and  provisions  to 
cover  the  anticipated  costs  of  subleasing  idle  and  excess 
facilities  at  the  company's  headquarters. 

For  the  fourth  quarter  of  fiscal  1987  the  company  posted  its  first 
profitable  quarter  since  calendar  1985,  with  net  income  of 
$458,000  on  revenue  of  $27.6  million,  compared  to  net  losses  of 
$860,000  on  revenue  of  $25  million  for  the  same  period  in  fiscal 
1986. 
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• Management  attributes  the  improved  performance  to  cost 
reductions  associated  with  the  reorganization  of  the  company 
along  functional  lines,  resulting  in  a better  organized  product 
development  function  and  an  improved  marketing  organization. 

• The  company  believes  that  a critical  element  to  return  to 
consistent  profitability  is  the  introduction  of  a standard 
operating  environment. 

• Daisy  has  received  orders  for  approximately  1,000  systems 
incorporating  the  80386  microprocessor  since  shipments  first 
began  in  May  1987. 

Research  and  development  expenditures  were  approximately  $24 
million  (24%  of  revenue)  in  fiscal  1987,  $25.4  million  (24%  of 
revenue)  in  fiscal  1986,  and  $21.9  million  (18%  of  revenue)  in 
fiscal  1985. 

c 

Revenue  for  the  three  months  ending  December  31,  1987  was  $28 
million,  an  11%  increase  over  $25.4  million  for  the  same  period  in 
1986.  Net  income  for  the  period  was  $1  million,  compared  to  net 
losses  of  $1.3  million  for  the  same  period  a year  ago. 

As  of  September  30,  1987  Daisy  had  801  employees,  compared  to 
883  employees  at  the  end  of  fiscal  1986. 

Current  competitors  identified  by  Daisy  include: 

• CAE  competitors  include  Mentor  Graphics  Corporation  and 
Valid  Logic  Systems. 

• CAD  competitors  include  Calma  Company  (General  Electric), 
Applicon  (Schlumberger),  and  Computervision. 

Key  Products  and 
Services 

C 

One  hundred  percent  of  Daisy's  fiscal  1987  revenue  was  derived 
from  CAE  turnkey  systems,  software  products,  and  associated 
maintenance  services  for  the  electronics  industry. 

Daisy's  products  are  used  in  the  electronic  engineering  process  for 
design  entry,  verification,  test  development,  physical  layout,  and 
system  integration  at  the  IC  and  system  levels  for  various 
technologies. 

• The  company's  products  are  complementary  to,  and  built  upon, 
each  other  and  are  generally  integrated  into  a common 
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engineering  environment,  allowing  each  customer  to  tailor  its 
environment  to  meet  its  specific  requirements. 

• Daisy's  CAE  systems  are  used  by  engineers  in  more  than  600 
companies  producing  products  for  a range  of  markets,  including 
military/ aerospace,  semiconductors,  computers  and 
peripherals,  telecommunications,  and  consumer  electronics. 

• Daisy  tools  are  used  to  design  such  products  as  supercomputers, 
digital  private  branch  exchanges  (PBX's),  military  command 
and  control  systems,  32-bit  microprocessors,  automotive 
systems,  and  personal  computers. 

• The  company  currently  has  a worldwide  installed  base  of  more 
than  5,000  systems  in  over  1,000  customer  sites. 

The  Daisy  Engineering  Environment  is  an  integrated,  distributed 
local  area  network  which  supports  all  of  Daisy's  CAE  design 
systems  and  is  a full  implementation  of  the  Ethernet  local  area 
network  standard.  A typical  Daisy  engineering  environment  may 
consist  of  a variety  of  desktop  or  deskside  workstations,  high 
performance  shared  computing  enviroments,  and  dedicated  or 
shared  plotting  facilities.  Each  Daisy  system  consists  of  the 
following: 

• An  Intel  32-bit  80386  microprocessor. 

• Graphics  processors. 

• Mass  and  archival  storage. 

• Multi-protocol  communications  interfaces  configured  as  RS 
232/ C or  RS  422  serial  links.  Optional  communications 
interfaces  include  IBM  2780/3780  remote  job  entry  emulation, 
VT100,  and  an  Ethernet  link  to  DEC  VAX  computers. 

- Daisy's  VX  Node  incorporates  a DEC  Micro  VAX  II  as  a 
shared  network  resource.  The  VX  Node  is  offered  as  a file 
server,  or  can  be  bundled  with  Daisy  application  software  for 
use  as  a network  computing  node. 

• Daisy  workstations  are  configured  with  application  software  for 
schematic  creation  and  editing,  design  compilation  and 
modeling,  netlist  creation,  and  text  editing.  Users  may  add 
other  Daisy  applications  as  required  for  digital  or  analog 
simulation,  fault  simulation,  printed  circuit  board  layout,  or 
other  design  tasks. 
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• In  January  1988  Daisy  announced  that  Sun  Microsystems' 
SunOS  (UNIX)  operating  system  would  be  provided  across 
Daisy's  80386-based  product  line.  Availability  is  scheduled  for 
the  second  half  of  1988. 

Daisy  currently  markets  two  workstation  lines  as  follows: 

• The  LOGICIAN  386,  introduced  in  March  1987, is  a high-end 
workstation  optimized  for  physical  layout  applications.  It 
supports  all  Daisy's  applications,  from  schematic  capture  and 
verification,  through  layout. 

- The  base  system  includes  an  80386  CPU,  a 80287 
coprocessor,  a high  performance  graphics  accelerator,  19- 
inch  color  monitor,  AT-compatible  floppy  drive,  60- Mbyte 
quarter-inch  cartridge  tape  drive,  Ethernet  local-area 
network,  140-Mbyte  hard  disk,  and  8 Mbytes  of  memory  for 
$50,000. 

- Software  included  with  the  system  supports  schematic 
creation,  design  compilation,  and  net  listing  functions. 

• The  Personal  LOGICIAN  386,  also  introduced  in  March  1987, 
is  a desktop,  32-bit  IBM  PC/AT-compatible  workstation.  It 
supports  all  of  Daisy's  CAE  applications  and  handles  graphics- 
intensive CAD  applications  such  as  chip  and  board  layout. 

- The  base  system  includes  an  80386  microprocessor,  4.5 
Mbytes  of  RAM,  a 140-Mbyte  hard  disk,  a 1.2-Mbyte  floppy 
drive,  an  80387  coprocessor,  Enhanced  Graphics  Adapter 
(EGA)  graphics,  and  a 13-inch  color  monitor  for  $25,000. 

- Software  included  with  the  system  supports  schematic 
creation,  design  compilation,  and  net  listing  functions. 

Daisy  also  offers  the  following  special  purpose  hardware  for 

certain  electronic  design  tasks: 

• The  MegaLOGICLAN  is  a general  purpose  simulation 
accelerator  supporting  Daisy's  logic  simulation  and  fault 
simulation  software.  The  MegaLOGICLAN  reportedly 
performs  complex  simulations  between  10  and  100  times  the 
speed  of  typical  workstations  by  using  three  dedicated  parallel 
processors.  As  a shared  resource,  the  Mega  LOGICIAN  can  be 
accessed  from  any  node  on  the  network  and  can  be  interactively 
controlled  by  the  remote  user. 
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• The  Physical  Modeling  System  (PMX)  allows  VLSI 
components,  subsystems,  printed  circuit  boards,  semicustom 
and  custom  circuits  to  be  physically  integrated  into  the 
verification  process,  eliminating  the  need  to  create  software 
models  for  their  simulation.  The  PMX  can  be  connected 
directly  to  LOGICIAN  386  or  Personal  LOGICIAN  386 
workstations,  or  can  be  connected  to  the  MegaLOGICIAN  for 
use  in  accelerated  simulations. 

In  addition  to  the  standard  package  of  software  provided  on  its 

turnkey  workstations,  Daisy  offers  the  following  optional  software 

applications: 

• The  Daisy  Logic  Simulator  and  Daisy  Timing  Verifier  enable 
engineers  to  analyze  the  corectness  of  logic  designs  without  the 
traditional  need  to  build  a lab  prototype.  Instead  a "soft 
prototype",  which  is  created  using  software  modeling,  is 
analyzed  and  debugged. 

• The  Analog  Design  Series  provides  a set  of  tools  for  analog 
designers.  The  products  include  DSPICE,  a circuit  simulator; 
Virtual  Lab,  an  interactive  user  interface  that  emulates  familiar 
lab  instrument  functions;  and  A/D  Lab,  which  simulates 
designs  containing  both  analog  and  digital  circuitry  in  a single 
integrated  environment. 

• PLD  Master  enables  system  designers  working  with 
programmable  logic  devices  to  define  the  functional  operation 
of  the  device  and  simulate  its  operation  in  the  context  of  an 
overall  system  design  before  the  device  is  physically 
programmed. 

• MegaFAULT  is  a high  performance  fault  simulator  used  for 
grading  the  effectiveness  of  test  patterns  in  detecting  potential 
manufacturing  defects.  It  runs  on  the  MegaLOGICIAN 
accelerator  and  can  use  the  same  set  of  stimuli  and  logic  models 
used  for  the  Daisy  Logic  Simulator. 

• GATEMASTER  software  is  used  for  the  physical 
implementation  of  gate  array  integrated  circuits. 
GATEMASTER  uses  the  finished  design  data  base  from 
Daisy's  schematic  editor  as  the  basis  for  physical  placement  and 
routing  of  the  gate  array.  After  completion  of  the  gate  array 
layout,  GATEMASTER  automatically  creates  the  file  that  will 
be  used  to  produce  the  masks  for  the  semiconductor  vendor's 
manufacturing  process. 


Page  6 of  9 


Copyright  1988  by  INPUT.  Reproduction  Prohibited. 


February  1 988 


DAISY  SYSTEMS  CORPORATION 


INPUT 


• CHIPMASTER  provides  a set  of  software  tools  for  the  physical 
layout  and  verification  of  VLSI  circuits.  The  Mask  Editor  is 
used  to  create  a geometric  representation  of  the  circuit's 
physical  topology.  An  interactive  rules  checking  package 
highlights  errors  while  in  the  editing  environment.  Post-layout 
verification  software  is  also  provided. 

• BOARDMASTER  software  supports  printed  circuit  board 
design  and  layout,  allowing  design  engineers  to  assign  "rules"  in 
their  schematic  relating  to  important  design  considerations. 
These  rules  are  transferred  to  the  layout  data  base  and  adhered 
to  by  the  automatic  packaging,  placement,  and  routing 
algorithms,  improving  the  flow  of  information  between  CAE 
and  CAD  teams. 

• Mechanical  Documentation  Program  is  a two-dimensional 
drafting  package  integrated  with  BOARDMASTER  software 
for  creating  final  printed  circuit  board  documentation.  This 
documentation  includes  assembly  drawings,  fabrication 
drawings,  and  bill  of  materials  listings. 

• STAR  Router  is  used  in  conjunction  with  BOARDMASTER 
for  automated  routing  of  printed  circuit  board  layouts. 

• Daisy  also  offers  a range  of  component  libraries  containing 
both  graphic  representations  of  common  components,  as  well  as 
functional  and  timing  models  used  for  computer  simulation  of 
electronic  designs.  Included  are  libraries  containing  analog 
parts,  digital  parts,  programmable  logic  devices, 
microprocessors,  and  gate  array  models. 

Customer  support  services  are  provided  through  Daisy's  Customer 

Support  Division  as  follows: 

• Installation,  hardware  and  software  maintenance,  and  repair 
services  are  provided  by  Daisy  customer  support  engineers 
under  a warranty  period  of  90  days  after  installation.  After  the 
warranty  period,  the  company  offers  annual  renewable 
maintenance  for  hardware  service  and  parts,  and  software 
maintenance  and  updates  at  a fixed  monthy  charge. 

• Training  is  offered  at  the  company's  headquarters  in  Mountain 
View  or  at  the  customer’s  facility.  Training  facilities  are  also 
located  in  Europe  and  Japan.  Daisy  also  provides  advanced 
training  in  the  use  of  its  products  to  its  distributors  and  will 
provide  training  to  its  customer's  end  users  at  the  customer's 
request. 
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* Daisy  also  provides  telephone  hotline  support. 


Industry  Markets  One  hundred  percent  of  Daisy's  revenue  is  derived  from  the 

electronics  segment  of  the  discrete  manufacturing  industry. 

Targeted  clients  include  companies  in  the  computer, 
semiconductor,  telecommunications,  consumer  electronics, 
military,  and  aerospace  segments  of  the  electronics  industry. 

Clients  include  Texas  Instruments,  the  Naval  Weapons  Center  at 
China  Lake  (CA),  Siemens,  Nixdorf,  Westinghouse,  Kodak,  and 
Hitachi. 


Geographic  Approximately  46%  of  Daisy's  fiscal  1987  revenue  was  derived 

Markets  from  the  U.S.,  43%  from  Western  Europe,  and  11%  from  the  Far 

East.  A three-year  summary  of  geographic  source  of  revenue 
follows: 


DAISY  SYSTEMS  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

9/87 

9/86 

9/85 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

$46.5 

46% 

$53.2 

50% 

$82.1 

67% 

Western  Europe 

43.3 

43% 

40.7 

38% 

29.4 

24% 

Far  East 

11.1 

11% 

12.9 

12% 

11.0 

9% 

Other 

- 

- 

0.3 

- 

- 

- 

TOTAL 

$100.9 

100% 

$107.1 

100% 

$122.5 

100% 

Daisy  markets  and  services  its  products  in  the  U.S.,  Western 
Europe,  and  Israel  primarily  through  its  own  sales  and  service 
forces.  The  company  markets  its  products  in  Japan  through  Seiko 
Instruments  & Electronics  Ltd.  The  company  uses  four  sales 
offices  and  a number  of  independent  distributors  to  sell  to  the 
Republic  of  China,  Asia,  and  Australia. 
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U.S.  offices  are  located  as  follows: 

- Eastern  Region:  Waltham  (MA),  Bound  Brook  (NJ), 
Rochester  (NY),  Columbia  (MD),  Norcross  (GA),  and 
Orlando  (FL). 

- Central  Region:  Miamisburg  (OH),  Birmingham  (MI), 
Minnetonka  (MN),  Oak  Brook  (IL),  and  Dallas  (TX). 

- Western  Region:  Englewood  (CO),  Scottsdale  (A Z), 
Albuquerque  (NM),  Portland  (OR), and  Woodland  Hills,  La 
Jolla,  Costa  Mesa,  and  Mountain  View  (CA). 

International  offices  are  located  in  England,  France,  The 
Netherlands,  West  Germany  (3),  Spain,  Switzerland,  Italy, 
Sweden,  Norway,  Israel,  Hong  Kong,  Japan,  Korea,  and 
Australia. 


Computer 

Hardware 


Daisy  has  a variety  of  computers  installed  at  its  headquarters  in 
Mountain  View  in  support  of  its  research  and  development  and 
customer  support  activities,  including  DEC  VAX  and  Micro  VAX 
systems,  Sun  4s,  as  well  as  its  proprietary  LOGICIAN  386  and 
Personal  LOGICIAN  386  systems. 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  MARCH  1 986 


DAISY  SYSTEMS  CORPORATION 

700  Middlefield  Road 
P.O.  Box  7006 

Mountain  View,  CA  94039-7006 
(4 1 5)  960-0 1 23 


Max  Palevsky,  Chairman  and  CEO 
Harvey  C.  Jones,  Jr.,  President 
Public  Corporation,  OTC 
Total  Employees:  883 
Total  Revenue,  Fiscal  Year  End 
9/30/86:  $107,149,000 


DAISY  SYSTEMS  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


.^FISCAL  YEAR 

ITEM 

9/86 

9/85 

9/84 

9/83 

9/82 

Revenue 

. Percent  increase 
(decrease)  from 

$ 107,149 

$ 122,548 

$69,148 

$ 17,474 

$ 4,565 

previous  year 
Income  (loss)  before 

(13%) 

77% 

296% 

283% 

N/A 

taxes 

. Percent  increase 
(decrease)  from 

$ (5,681) 

$ 35,752 

$ 19,381 

$ 3,321 

$ 241 

previous  year 

(116%) 

84% 

484% 

* 

N/A 

Net  income  (loss) 

. Percent  increase 
(decrease)  from 

$ (1,081) 

$ 21,158 

$ 11,030 

$ 2,581 

$ 229 

previous  year 
Earnings  (loss)  per 

(105%) 

92% 

327% 

* 

N/A 

share 

. Percent  increase 
(decrease)  from 

$ (0.06) 

$ 1.22 

$ 0.73 

$ 0.19 

$ 0.02 

previous  year 

(105%) 

67% 

284% 

850% 

N/A 

^Percent  change  exceeds  1 ,000% 


• For  the  quarter  ending  September  30,  1986,  revenues  were  $25  million 
compared  to  $35.5  million  for  the  same  period  in  1985.  Net  losses  were 
$860,000  compared  to  net  income  of  $5.9  million  for  the  same  period  a year 
ago.  The  quarter's  results  include  a reduction  in  the  net  loss  of  $222,000  due 
to  the  adoption  at  the  beginning  of  fiscal  1986  of  Statement  of  Financial 
Accounting  Standards  No.  86,  which  provides  for  the  capitalization  of  certain 
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software  research  and  development  costs.  Prior  to  fiscal  1986,  all  such  costs 
were  expensed  as  incurred. 

Daisy  management  attributes  fiscal  1986  results  primarily  to  the  following: 

A continued  weak  domestic  spending  environment,  particularly  in  the 
electronics  industry.  Domestic  revenues  fell  35%  from  the  previous 
year. 


Delayed  availability  of  new  products,  including  Daisy's  MicroVax-based 
products,  resulted  in  deferred  purchase  commitments  from  customers. 
Because  of  delays  in  porting  Daisy's  applications  to  the  MicroVax,  the 
products  planned  for  shipment  in  March  1986  were  not  available  until 
late  1 986. 

The  success  of  the  newly  introduced  32-bit  workstations  based  on  the 
Motorola  68020  microprocessor  had  a negative  impact  on  the  sale  of 
Daisy  products,  which  are  based  on  the  Intel  microprocessor  architec- 
ture. Intel's  new  high  performance  32-bit  chip,  the  80386,  has  only 
recently  been  brought  to  the  market. 

SOURCE  OF  REVENUE 

• One  hundred  percent  of  Daisy's  fiscal  1986  revenue  was  derived  from  CAE 
turnkey  systems  and  associated  maintenance  services  for  the  electronics 
industry. 

• Approximately  50%  ($53.2  million)  of  Daisy's  fiscal  1986  revenue  was  derived 
from  the  U.S.  The  remaining  50%  of  revenue  ($53.9  million)  was  derived 
primarily  from  Western  Europe  and  the  Far  East.  Total  international  revenue 
increased  34%  during  fiscal  I 986,  European  revenue  grew  40%. 

NEW  PRODUCTS  AND  SERVICES 

• During  the  year,  Daisy  began  shipping  BOARDMASTER,  the  company's  printed 
circuit  board  (PCB)  solution.  This  product  marks  Daisy's  first  offering  in  the 
PCB  area.  During  the  fourth  quarter  of  fiscal  1986  BOARDMASTER  was  the 
company's  third  largest  revenue  generator. 

• In  May  1986,  Daisy  introduced  CELLMASTER,  a new  application  for  the 
design  of  standard  cell  and  structured  VLSI  circuits. 

• Additions  were  made  to  the  company's  analog  product  family,  including  the 
introduction  of  the  Personal  ANALOG  workstation,  which  brings  the  power  of 
the  company's  analog  applications  to  the  IBM  PC/AT  microcomputer. 

• Daisy's  TESTMASTER  is  a system  that  provides  a closer  integration  of  design 
and  test  environments  for  integrated  circuits  (IC's)  and  circuit  boards. 
TESTMASTER,  which  runs  on  Daisy's  LOGICIAN  and  MegaLOGICIAN  work- 
stations, includes  tools  for  analyzing  testability,  performing  fault  simulation, 
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and  linking  design  stations  to  automatic  testing  equipment.  TESTMASTER  is 
the  first  product  allowing  fault  simulation  to  run  on  a hardware  accelerator 
(the  MegaLOGICIAN)  and  to  use  physical  modeling  (through  PMX,  Daisy's 
Physical  Modeling  Extension). 

In  addition,  the  company  expanded  its  MicroVAX  product  strategy  to  include  a 
broader  range  of  application  offerings.  Included  were  VLSI  design  verification 
and  analog  circuit  simulation,  both  of  which  were  shipped  in  Fall  1986. 

Enhancements  to  user  interfaces  include  the  addition  of  icons,  forms,  and  pop- 
up menus  to  most  Daisy  applications. 

Over  the  next  year,  Daisy  will  continue  to  focus  its  efforts  on  the  competi- 
tiveness of  the  product  line,  customer  support,  enhancements  of  internal 
systems  and  controls,  and  management  development. 

The  company  recently  formed  the  Customer  Support  Division,  which 
combines  the  training,  technical  publications,  field  service,  and 
customer  hotlines  operations  into  one  division. 

In  1987,  the  company  will  upgrade  its  Intel-based  product  offerings  to 
incorporate  Intel's  recently  introduced  32-bit  microprocessor,  the 
80386. 

The  company  will  continue  to  expand  its  MicroV AX-based  product 
offering.  During  1987,  Daisy  will  begin  shipping  a MicroV  AX-based 
automatic  printed  circuit  board  router  integrated  with  the  BOARD- 
MASTER  application,  and  will  bring  to  market  a MicroVAX  server  node 
offering  data  base  management  and  peripheral  server  capabilities. 

Daisy  will  continue  to  develop  PC-based  CAE  design  tools.  The 
company  has  recently  announced  the  migration  of  its  MASTER  series 
layout  applications  to  the  IBM  PC/AT-based  Personal  LOGICIAN 
workstation. 

Other  product  enhancements  to  be  introduced  in  1987  include 
improvements  to  CHIPMASTER,  the  company's  VLSI  design  and  layout 
applications;  a new  release  of  the  company's  operating  system  that  will 
enhance  existing  functionality  and  stability;  and  the  shipment  of  a new 
icon-based  schematic  editor. 


3 of  3 

January  1 987 


©1987  by  INPUT.  Reproduction  Prohibited. 


INPUT 


o 


COMPANY  PROFILE 


DAISY  SYSTEMS  CORPORATION 

700  E.  Middlefield  Road 
P.O.  Box  7006 

Mountain  View,  CA  94039-7006 
(415)  960-0123 


Frederick  R.  Adler,  Chairman 
Aryeh  Finegold,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  923 
Total  Revenue,  Fiscal  Year  End 
9/30/85:  $122,548,000 


THE  COMPANY 

• Daisy  Systems  Corporation,  founded  in  1980,  designs,  manufactures,  markets, 
and  services  computer-aided  engineering  (CAE)  turnkey  systems  for  the 
electronics  industry.  Daisy  systems  support  design  entry,  verification,  test 
development,  and  physical  layout  functions.  During  1985  Daisy  became  a 
value-added  reseller  for  the  DEC  Micro  VAX  II. 

• Fiscal  1985  revenue  reached  $122.5  million,  a 77%  increase  over  fiscal  1984 
revenue  of  $69.1  million.  Net  income  rose  92%,  from  $11  million  in  fiscal 
1984  to  $21.2  million  in  fiscal  1985.  A four-year  financial  summary  follows: 


DAISY  SYSTEMS  CORPORATION 
FOUR- YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


-^FISCAL  YEAR 

ITEM 

9/85 

9/84 

9/83 

9/82 

Revenue 

$ 122,548 

$69,148 

$ 17,474 

$4,565 

. Percent  increase 

from  previous  year 

77% 

296% 

283% 

N/A 

Income  before  taxes 

$ 35,752 

$ 19,381 

$ 3,321 

$ 241 

. Percent  increase 

from  previous  year 

84% 

484% 

* 

N/A 

Net  income 

$ 21,158 

$ 1 1,030 

$ 2,581 

$ 229 

. Percent  increase 

from  previous  year 

92% 

327% 

* 

N/A 

Earnings  per  share 

$ 1.22 

$ 0.73 

$ 0.19 

$ 0.02 

. Percent  increase 

from  previous  year 

67% 

284% 

850% 

N/A 

*Percent  change  exceeds  1 ,000% 
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• Daisy  management  attributes  increases  in  revenue  to  continued  growth  of  the 
CAE  marketplace  and  increased  shipments  of  the  company's  existing  as  well 
as  newly  introduced  products. 

• Research  and  development  expenditures  were  approximately  $21.9  million 
(18%  of  revenue)  in  fiscal  1985,  $1  1.2  million  (16%  of  revenue)  in  fiscal  1984, 
and  $4.1  million  (24%  of  revenue)  in  fiscal  1983. 

• In  June  1983  Daisy  received  $28.5  million  in  net  proceeds  from  its  initial 
public  offering  of  approximately  two  million  shares  of  common  stock. 

In  November  1984  the  company  received  approximately  $29  million  in 
net  proceeds  from  its  second  public  offering  of  1,250,000  shares  of 
common  stock. 

In  February  1985  the  company  also  received  approximately  $46  million 
in  net  proceeds  from  a third  public  offering  of  1,380,000  shares. 

Proceeds  from  the  stock  sales  are  being  used  for  working  capital  and  to 
finance  new  products  and  market  development. 

• In  December  1984  Daisy  acquired  Vulcan  Software,  Inc.  of  Campbell  (CA)  for 
approximately  $2.5  million  in  cash  and  Daisy  common  stock.  The  acquisition 
was  accounted  for  as  a purchase. 

Vulcan  Software  was  involved  in  the  development  of  CAE  products. 

The  operations  of  Vulcan  Software  have  been  merged  into  Daisy. 

• Revenue  for  the  three  months  ending  December  31,  1985  was  $36.6  million,  a 
44%  increase  over  $25.5  million  for  the  same  period  in  1984.  Net  income  for 
the  quarter  was  $6.3  million,  an  increase  of  48%  over  $4.3  million  for  the 
comparable  quarter  in  1984. 

• Daisy  is  currently  organized  into  two  groups  as  follows: 

The  Electronic  Design  Automation  Group  has  two  divisions: 

. Digital  Design  Automation  Division. 

. Analog  Design  Automation  Division. 

The  Physical  Design  Automation  Group  has  three  divisions: 

. Integrated  Circuit  (1C)  Division. 

. Application-Specific  Integrated  Circuit  (ASIC)  Division. 

. Printed  Circuit  Board  (PCB)  Division. 

• As  of  September  30,  1985,  Daisy  had  923  employees,  compared  to  565 
employees  at  the  end  of  fiscal  1984  and  232  employees  at  the  end  of  fiscal 
1983.  The  company  reduced  its  staff  from  approximately  1,000  to  900  during 
March  of  1986  due  to  anticipated  reduced  revenues  for  the  quarter. 
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• Current  competitors  identified  by  Daisy  include: 

CAE  competitors  include  Mentor  Graphics  Corporation  and  Valid  Logic 
Systems. 

CAD  competitors  include  Calma  Company  (GE),  Applicon  (Schlum- 
berger),  and  Computervision. 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Daisy's  fiscal  1985  revenue  was  derived  from  CAE 
turnkey  systems  and  associated  maintenance  services  for  the  electronics 
industry. 

• Daisy's  products  are  used  in  the  electronic  engineering  process  for  design 
entry,  verification,  test  development,  physical  layout,  and  system  integration 
at  the  chip  and  system  levels. 

The  company's  products  are  complementary  to,  and  built  upon,  each 
other  and  are  generally  integrated  into  a common  engineering  environ- 
ment, allowing  each  customer  to  tailor  its  environment  to  meet  its 
specific  requirements. 

Daisy's  CAE  systems  are  used  by  engineers  to  design  a wide  variety  of 
electronic  products,  including  32-bit  microprocessors,  supercomputers, 
VLSI  Ethernet  local  area  network  controllers,  digital  private  branch 
exchanges,  gallium  arsenide  circuits,  military  command  and  control 
systems,  automotive  systems,  consumer  electronic  products,  and 
personal  computers. 

As  of  September  30,  1985,  Daisy  had  its  products  installed  at  approxi- 
mately 800  customer  sites. 

• The  Daisy  Engineering  Environment  is  an  integrated,  distributed  local  area 
network  which  supports  all  of  Daisy's  CAE  design  systems  and  is  a full 
implementation  of  the  Ethernet  local  area  network  standard.  The  network 
may  consist  of  various  system  configurations,  mass  and  archival  storage 
systems,  communication  links  to  external  computing  environments,  and 
documentation  and  graphic  plotting  facilities.  Each  design  series  system  is  a 
proprietary  engineering  workstation  consisting  of: 

An  Intel  80286  microprocessor  with  dynamic  RAM,  ranging  from  768 
Kbytes  to  16  Mbytes,  and  an  optional  80-bit  floating  point  coprocessor. 

Graphics  processors. 

Dedicated  40  or  80  Mbyte  Winchester  hard  disk. 

Mass  and  archival  storage. 
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Multi-protocol  communications  interfaces  configured  as  RS  232/C  or 
RS  422  serial  links.  Optional  communications  interfaces  include  IBM 
2780/3780  remote  job  entry  emulation,  VT  100,  and  an  Ethernet  link  to 
DEC  VAX  computers. 

• Daisy  products  include  the  following: 

LOGICIAN®  , the  company's  initial  product  introduced  in  November 
1981,  is  the  foundation  of  Daisy's  product  family.  The  LOGICIAN  is  a 
workstation-based  turnkey  system  that  provides  the  design  engineer 
with  an  integrated  set  of  tools  for  the  definition,  analysis,  debugging, 
verification,  and  test  development  of  electronic  systems  and  integrated 
circuits.  LOGICIAN  can  also  communicate  with  the  customer's 
mainframe  computer  for  accessing  design  tools  resident  on  that 
computer. 

. The  LOGICIAN-D  is  a lower  cost-per-workstation  alternative  to 
the  LOGICIAN.  The  system  provides  a dual  workstation  design 
with  sharing  of  storage  devices,  power  supply,  and  cabinetry. 

MegaLOGICIAN®  , introduced  in  November  1983,  performs  all  of  the 
logic  design,  simulation,  and  verification  functions  of  the  LOGICIAN, 
with  the  speed  and  capacity  necessary  for  simulation  of  large-scale 
system  designs.  MegaLOGICIAN  reportedly  provides  up  to  100  times 
the  speed  of  LOGICIAN  and  ten  times  its  capacity. 

. Designs  created  on  the  LOGICIAN  or  other  Daisy  workstations 
can  be  verified  on  MegaLOGICIAN. 

. Enhancements  announced  during  fiscal  1985  include  the  addition 
of  accelerated  fault  simulation,  advanced  placement  and  routing 
algorithms,  and  support  for  distributed  access. 

The  PMXtm' (Physical  Modeling  Extension),  introduced  in  March  1984, 
works  in  conjunction  with  LOGICIAN  or  MegaLOGICIAN  to  allow  VLSI 
components,  subsystems,  printed  circuit  boards,  semicustom,  and 
custom  circuits  to  be  physically  integrated  into  the  verification 
process,  eliminating  the  need  to  create  software  models  for  their 
simulation. 

The  GATEMASTER™' , introduced  in  May  1983,  provides  for  the  design 
and  physical  implementation  of  most  CMOS,  HCMOS,  ECL,  bipolar,  and 
linear  gate  array  integrated  circuits.  The  system  can  use  the  finished 
logic  design  from  the  LOGICIAN  or  MegaLOGICIAN  data  base  as  the 
basis  for  physical  placement  and  routing  of  the  gate  array. 

. The  GATEMASTER-D  is  a lower  cost-perworkstation  alternative 
to  the  GATEMASTER.  The  system  provides  a dual  workstation 
design  with  sharing  of  storage  devices,  power  supply,  and 
cabinetry. 
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MegaGATEMASTER,  introduced  in  June  1985,  provides  a simulation 
accelerator  with  accelerated  gate  array  layout  tools  for  large  and 
complex  gate  array  design.  The  system  permits  the  designer  to  place 
and  route  arrays  in  excess  of  10,000  gates. 

The  CHIPMASTER®  , introduced  in  June  1984,  extends  the  capabili- 
ties of  the  LOGICIAN  to  permit  VLSI  design  and  physical  layout. 
Schematic  entry,  verification,  test  development,  and  layout  are 
integrated  on  one  system. 

. The  CH1PMASTER-D  houses  two  layout  editing  stations  in  a 
single  cabinet. 

The  Concurrent  CHIPMASTER™'  , introduced  in  September  1985,  is 
based  on  a multiprocessor  architecture  using  the  Intel  80286  and  the 
National  32000  series  processors. 

. The  system  allows  user-interactive  tasks,  such  as  layout  editing, 
and  batch  jobs,  such  as  layout  verification,  to  be  executed 
concurrently  on  a single  workstation  without  degradation  of 
performance. 

. Concurrent  CHIPMASTER  supports  Daisy's  VLSI  CAE  and  CAD 
functions,  including  schematic  capture,  netlist  generation,  logic 
simulation,  timing  verification,  and  layout  editing. 

. The  system  runs  on  DAISY-DNIX,  Daisy's  version  of  the  UNIX 
4.2  BSD  operating  system. 

BOARDMASTER™'  , introduced  in  1985,  provides  engineering  and 
layout  functions  for  printed  circuit  board  design,  including  schematic 
entry,  logic  simulation,  timing  verification,  automatic  placement  and 
routing,  and  computer-aided  manufacturing  outputs. 

. The  BOARDMASTER-D  houses  two  workstations  in  a single 

cabinet  and  permits  two  users  to  share  a single  hard  disk. 

The  Analog  Design  Series  provides  tools  to  analog  circuit  and  board 
designers. 

. DSPICE,  introduced  in  June  1985,  is  a circuit  simulator  for 
analog  designers. 

. ChipSIM,  developed  under  an  agreement  with  Shiva  Multi- 

systems, is  an  analog  circuit  simulator  for  metal-oxide  semi- 
conductor integrated  circuits. 
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» Daisy  also  markets  CAE  systems  based  on  IBM  and  DEC  computers  as  follows: 

The  Personal  LOGICIAN™'  series,  introduced  in  September  1984, 
combines  the  IBM  PC/AT  with  LOGICIAN'S  design  entry,  modeling 
system,  and  verification  packages  to  provide  a family  of  personal 
workstations  for  the  entry  and  compilation  of  design  information  with 
direct  access  to  Daisy's  application  software. 

. Verified  schematics  can  be  directly  uploaded  to  a LOGICIAN  or 
MegaLOGICIAN  or  any  other  Daisy  layout  workstation  for 
verification,  debugging,  and  final  layout. 

. Designs  created  on  the  Personal  LOGICIAN  can  also  be  inter- 
faced to  various  commercial  CAD  systems  and  design  auto- 
mation tools  used  by  semiconductor  vendors  for  manufacturing 
gate  arrays  and  standard  cells. 

. The  Personal  LOGICIAN  can  be  connected  to  the  Ethernet 
network  in  order  to  share  the  design  data  base  and  other 
common  resources  within  the  Daisy  Engineering  Environment. 

. The  Personal  LOGICIAN  DNIX,  a standalone  workstation  based 
on  the  IBM  PC/AT,  runs  under  DAISY-DNIX.  It  allows  users  to 
perform  schematic  entry  in  a multi-window,  multi-tasking 
environment. 

. The  Advanced  Personal  LOGICIAN  DNIX,  also  based  on  the  IBM 
PC/AT  running  under  DAISY-DNIX,  provides  schematic  entry 
functions  along  with  complete  verification  capabilities. 

In  October  1985  Daisy  announced  the  LOGICIAN  VX™  . The  work- 
station is  based  on  DEC'S  MicroVAX  II  and  is  marketed  with  Daisy's 
Personal  LOGICIAN  and  design  software  for  an  entry  level  price  of 
$90,000. 

. Existing  Daisy  systems  can  attach  to  a MicroVAX  II  with  Daisy 
software  for  $70,000  including  an  interface  to  DNIX,  Daisy's 
UNIX  operating  system. 

Daisy  has  announced  plans  to  begin  offering  its  software  products  on 
DEC  VAX  and  IBM  mainframe  computers. 

• Customer  support  services  provided  by  Daisy  include  the  following: 

Customer  training  is  offered  at  the  company's  headquarters  in 
Mountain  View  or  at  the  customer's  facility.  Training  centers  are  also 
located  in  Waltham  (MA),  the  U.K.,  and  Japan.  The  cost  of  training  is 
included  in  the  purchase  price  of  the  design  system. 
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Installation,  hardware  and  software  maintenance,  and  repair  services 
are  provided  by  Daisy  field  service  engineers  under  a warranty  period 
of  90  days  after  installation  and  annual  renewable  maintenance 
contracts  thereafter. 

Daisy  also  provides  a telephone  "hot-line"  service. 

INDUSTRY  MARKETS 

• One  hundred  percent  of  Daisy's  revenue  is  derived  from  the  electronics 
segment  of  the  discrete  manufacturing  industry. 

• Targeted  clients  include  semiconductor  manufacturers  and  companies  in  the 
computer,  telecommunications,  military,  and  aerospace  segments  of  the 
electronics  industry. 

GEOGRAPHIC  MARKETS 

• Approximately  67%  of  Daisy's  fiscal  1985  revenue  was  derived  from  the  U.S. 
The  remaining  33%  was  derived  primarily  from  Western  Europe  and  the  Far 
East. 

• Daisy  markets  and  services  its  products  primarily  through  its  own  sales  and 
service  forces. 

U.S.  offices  are  located  as  follows: 

. Northeast  Region:  Waltham  (MA),  Wappingers  Falls  and  Melville 

(NY),  and  Cedar  Knolls  (NJ). 

. Southeast  Region:  Columbia  (MD),  Orlando  and  Pompano  Beach 
(FL),  Norcross  (GA),  and  Cary  (NC). 

. Central  Region:  Oak  Brook  (IL),  Minnetonka  (MN),  Miamisburg 
(OH),  Birmingham  (Ml),  and  Austin  and  Irving  (TX). 

. Northwest  Region:  Mountain  View  (CA),  Bellevue  (WA),  and 

Denver  (CO). 

. Southwest  Region:  Costa  Mesa,  La  Jolla,  and  Woodland  Hills 

(CA),  Phoenix  (AZ),  and  Albuquerque  (NM). 

International  offices  are  located  in  England,  West  Germany  (3),  France, 
Belgium,  Sweden,  Switzerland,  Italy,  Israel,  Spain,  and  Japan. 

• Daisy  markets  its  products  in  Japan  through  Seiko  Instruments  & Electronics 
Ltd. 
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COMPUTER  HARDWARE 

• In  addition  to  its  proprietary  systems,  Daisy  has  DEC  Micro  VAX  II  and  IBM 
PC/AT  computers  installed  at  its  headquarters  for  research  and  development. 
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Daly  & Wolcott,  Inc. 


President:  Terrance  J.  Daly 

21st  Floor 

One  Hospital  Trust  Plaza 
Providence,  Rl  02903 
Phone:  (401)351-8400 

Fax:  (401)351-8484 


Status:  Private 

Employees:  200  (12/96) 

Revenue:  $18,000,000* 

Fiscal  Year  End:  3/31/96 

* INPUT  estimate 


Company  Description 

Daly  & Wolcott  markets  and  supports  the 
Application  Plus®  family  of  software  products 
for  companies  with  large-scale  customer 
service,  inventory  management,  warehouse 
logistics,  and  financial  reporting  needs. 

The  company’s  products  support  IBM  AS/400, 
System/3X,  Microsoft  Windows,  and  most 
open  operating  systems  clients.  The  company 
also  provides  consulting  and  technical  support 
services  for  its  products. 
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Daly  & Wolcott  was  founded  in  1977  as  a 
consulting  and  custom  software  development 
firm.  In  the  mid-1980s  the  company’s  focus 
shifted  to  software  product  development  and 
marketing.  Based  on  its  software  and  IBM 
system  expertise,  Daly  & Wolcott  began  to 
develop  a turnkey  system  that  would  meet  the 
growing  market  need  for  timely  and  critical 
information  relating  to  customer  service, 
inventory  management,  warehouse  logistics, 
and  financial  reporting.  Its  A+  software  was 
first  introduced  in  1988. 

Organization  and  Structure 

Daly  & Wolcott  is  headquartered  in 
Providence  (RI),  with  branch  offices  in  Atlanta 
(GA),  Chicago  (IL),  Dallas  (TX),  and  Los 
Angeles  (CA).  The  company’s  West  Warwick 
(RI)  site  houses  its  product  development, 
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response  line,  documentation,  and 
distribution  departments. 

Daly  & Wolcott’s  key  executives  are 
summarized  below. 


Daly  & Wolcott 
Key  Executives 


Name 

Title 

Terrance  J.  Daly 

President 

James  Moody 

EVP 

Jeffrey  P.  Dallas 

VP,  Product  Development 

Richard  Hawkins 

VP,  Professional  Services 

Andrew  Kiza 

VP,  Sales — Central  Region 

David  L.  Vale 

VP,  Sales — Western  and  North 

Eastern  Region 

Herb  Sawyer 

VP,  Marketing  Communications 

Bill  Glen 

VP,  Human  Resources 

Company  Strategy 

Daly  & Wolcott’s  mission  is  to  develop  and 
market  high-quality,  functionally  rich,  and 
easy-to-use  business  management  software 
solutions,  while  providing  customers  with  the 
highest  possible  level  of  support  and  service  in 
the  industry. 

Market  Financials 

Daly  & Wolcott’s  products  are  used  not  only 
by  traditional  wholesalers  and  distributors, 
but  also  by  Fortune  1000  companies  outside 
the  distribution  industry  with  large-scale 
needs  for  the  distribution  function. 

Among  the  industries  in  which  Daly  & 
Wolcott’s  software  solutions  have  been 
installed  by  traditional  wholesale  distributors 
of  durable  and  nondurable  goods  are 
industrial  supplies,  machinery  and 


equipment,  auto  parts,  beauty  and  cosmetics 
products,  industrial  supplies,  finished  goods, 
consumer  manufactured  goods,  office  supplies, 
electronic  parts,  paper  and  plastic  products, 
building  materials,  computer  equipment, 
plumbing  and  heating  supplies,  and  medical 
equipment  and  supplies. 

Geographic  Markets 

Daly  & Wolcott’s  revenue  is  derived  from  U.S. 
and  international  customers.  The  company 
currently  has  software  customers  in  more 
than  12  countries. 

INPUT  estimates  that  the  majority  of  the 
company’s  revenue  is  derived  from  the  U.S. 

Employees 

As  of  March  31,  1996,  Daly  & Wolcott  had 
approximately  175  employees. 

The  company  currently  has  approximately  200 
employees. 

Key  Products  and  Services 

The  Application  Plus  suite  of  20  software 
modules  provides  industry  with  a 
comprehensive,  fully  integrated  enterprise- 
wide software  solution  for  large-scale 
customer  service,  inventory  management, 
warehouse  logistics,  and  financial  reporting. 

Daly  & Wolcott’s  integrated  programs  are 
available  in  three  versions: 

• A+  400®  for  the  IBM  AS/400 

• A+  Client/Server®  for  the  AS/400  with  PC 
workstations  operating  on  Microsoft 
Windows 

• A+  Open®,  designed  to  run  on  most  open 
operating  systems 
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The  company’s  current  offerings  of  integrated 
modules  are  as  follows: 

• Customer  Service 

- A+  Order  Entry 

- A+  Bill  of  Materials 

- A+  Sales  Analysis 

- A+  Price  Maintenance 

- A+  OnSite 

- A+  Customer  OnSite 

• Inventory  Management 

- A+  Inventory  Management  and  Planning 

- A+  Inventory  Accounting 

- A+  Purchasing 

- A+  Work  Order  Processing 

- A+  Lot  Control/Serial  Number  Tracking 

• Warehouse  Logistics 

- A+  Warehouse  Management 

- A+  Radio  Frequency 

• Financial  Reporting 

- A+  General  Ledger 

- A+  Accounts  Receivable 

- A+  Accounts  Payable 

• Cross  Applications 

- A+  Electronic  Data  Interchange 

- A+  Fax  (for  broadcast  facsimile) 

- A+  International  Currency 

- A+  ViewPoint  (executive  information 
system) 


Support  services  provided  by  Daly  & Wolcott 
include  the  following: 

• Software  customization 

• Software  enhancements 

• Telephone  response  line  support 

• Customer  education 

• Client  support 

• Software  upgrades 

Clients 

There  are  currently  more  than  4,000 
customers  who  rely  on  Daly  & Wolcott 
products  and  services  in  a wide  range  of 
vertical  markets. 

A sample  of  clients  includes  International 
Paper,  Kendall-Jackson,  Gerber  Baby 
Products,  Miles  Pharmaceuticals,  Gulf 
Petroleum,  American  Airlines,  and  Christian 
Dior. 

Marketing  and  Sales 

Daly  & Wolcott  sells  its  software  through  a 
direct  sales  force  as  well  as  a nationwide 
network  of  IBM  Business  Partners,  systems 
integrators,  distributors,  and  dealers. 

Alliances 

Daly  & Wolcott  is  an  IBM  Business  Partner. 
In  August  1996,  the  two  companies  entered 
into  a marketing  agreement  whereby  IBM 
markets  the  multi-module  Application  Plus 
software  product  to  the  U.S.  distribution 
industry  and  other  customers. 
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Daly  & Wolcott,  Inc. 


President: 

21st  Floor 
One  Hospital  Trust  Plaza 
Providence,  Rl  02903 


Terrance  J.  Daly 


Phone: 

Fax: 


(401)  351-8400 
(401)  351-8484 


Status:  Private 

Employees:  150 

Revenue:  $15,000,000* 

Fiscal  Year  End:  12/31/94 

* INPUT  estimate 


Company  Description 

Daly  & Wolcott  markets  and  supports  the  A+ 
Application  Plus®  family  of  software  products 
for  companies  with  large-scale  customer 
service,  inventory  management,  warehouse 
logistics  and  financial  reporting  needs.  The 
products  support  IBM  AS/400,  System/3X  and 
Microsoft  Windows  clients.  The  company  also 
provides  consulting  and  technical  support 
services  for  its  products. 


development  firm.  In  the  mid-1980s  the 
company’s  focus  shifted  to  a major  thrust  in 
software  product  development  and  marketing. 
Based  on  its  software  and  IBM  system 
expertise,  Daly  & Wolcott  began  to  develop  a 
turnkey  system  that  would  meet  the  growing 
market  need  for  timely  and  critical 
information  relating  to  customer  service, 
inventory  management,  warehouse  logistics 
and  financial  reporting.  Its  A+  software  was 
first  introduced  in  1988. 

Organization  and  Structure 

Daly  & Wolcott’s  key  executives  are 
summarized  on  the  following  page. 


Daly  & Wolcott  was  founded  in  1977  as  a 
consulting  and  customer  software 
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Daly  & Wolcott 
Key  Executives 


Name 

Title 

Terrance  J.  Daly 
James  Moody 
Jeffrey  P.  Dallas 
James  J.  McAssey,  Jr 
David  L.  Vale 
Roger  A.  Warrender 
David  A.  Belhumeur 

President 

SVP 

VP  Product  Development 
VP  Professional  Services 
VP  Business  Development 
VP  Support  Services 
VP  Finance 

Company  Strategy 

Daly  & Wolcott’s  mission  is  to  provide  its 
clients  with  tools  to  make  their  businesses 
more  competitive,  productive  and  profitable. 

The  company’s  software  is  an  integrated 
package  that  can  be  fully  customized  to  the 
needs  of  the  client. 

Market  Financials 

Daly  & Wolcott’s  products  are  used  by 
wholesalers,  distributors  and  Fortune  1000 
companies  outside  the  distribution  industry 
with  large-scale  needs  for  the  distribution 
function. 

Among  the  industries  in  which  Daly  & 
Wolcott’s  software  solutions  have  been 
installed  by  traditional  wholesale  distributors 
of  durable  and  non-durable  goods  are 
industrial  supplies,  machinery  and 
equipment,  auto  parts,  beauty  and  cosmetics 
products,  industrial  supplies,  finished  goods, 
consumer  manufactured  goods,  office  supplies, 
electronic  parts,  paper  and  plastic  products, 
building  materials,  computer  equipment, 
plumbing  and  heating  supplies  and  medical 
equipment  and  supplies. 


Geographic  Markets 

Daly  & Wolcott’s  revenue  is  derived  from  U.S 
and  international  customers. 

The  company  currently  has  software 
customers  in  more  than  12  countries. 

Key  Products  and  Services 

A+  software  provides  companies  with  a 
seamless  flow  of  distribution  information, 
providing  a total  solution  for  the  four  critical 
areas  in  distribution — customer  service, 
inventory  management,  warehouse  logistics 
and  financial  reporting. 

A+  supports  IBM  AS/400,  System/3X  and 
Microsoft  Windows.  Current  A+  modules  are 
as  follows: 

• Customer  Service 

- A+  Order  Entry 

- A+  Bill  of  Materials 

- A+  Sales  Analysis 

- A+  Price  Maintenance 

• Inventory  Management 

- A+  Inventory  Management  and  Planning 

- A+  Inventory  Accounting 

- A+  Purchasing 

• Warehouse  Logistics 

- A+  Warehouse  Management 

- A+  RF  (radio  frequency) 

• Financial  Reporting 

- A+  General  Ledger 

- A+  Accounts  Receivable 

- A+  Accounts  Payable 
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• Other 

- A+  OnSite™  (laptop  remote  order  entry) 

- A+  Electronic  Data  Interchange 

- A+  Fax  (for  broadcast  facsimile) 

- A+  International  Currency 

- A+  Client/Server  (for  Microsoft  Windows 
3.x) 

- A+  ViewPoint  (executive  information 
system) 

A+  Client/Server,  introduced  in  January  1995, 
is  the  first  software  package  to  enable  users  of 
A+  to  access  the  system  entirely  from  a 
Microsoft  Windows-based  client  PC. 

Support  services  provided  by  Daly  & Wolcott 
include  the  following: 

• Education  programs 


Clients 

There  are  currently  more  than  4,000  national 
and  international  installations  of  A+. 

A sample  of  clients  includes  International 
Paper,  Gerber  Baby  Products,  Miles 
Pharmaceuticals,  Gulf  Petroleum,  American 
Airlines  and  Christian  Dior. 

Marketing  and  Sales 

Daly  & Wolcott  sells  its  software  through  a 
direct  sales  force,  as  well  as  a nationwide 
network  of  IBM  Business  Partners,  systems 
integrators,  distributors  and  dealers. 

Alliances 

Daly  & Wolcott  is  an  IBM  Business  Partner. 


• Telephone  response  line  support 

• Software  customization 

• Project  management 

• Software  enhancements 


Daly  & Wolcott,  Inc. 
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Cross  Industry:  Telecommunications  Services 


DAMA  Telecommunications  Corporation 

1 69  Johnson  Road 
Parsippany,  NJ  07054 
(201)  898-9300 

CEO:  Thomas  E.  Mclnerney,  President 
Private  Corporation 
Founded:  1982 

Employees:  55 

Revenue  (FYE  12/31/85):  $4.5  million* 


The  Company: 

DAMA  is  a specialized  common  carrier,  providing  microwave-based  digital 
termination  services  (DTS)  and  other  services  called  DamaNet.  The  company 
was  formerly  known  as  ICOM,  Inc.  DAMA  acquired  the  International 
Harvester  Transet  network  in  1984. 

Key  Products  and  Services: 

DamaNet  services  currently  include: 

. National  Voice  Network,  a WATS-type  service  with  six  second 

incremental  billing  and  flat  rate  calling  between  major  cities. 

The  corporate  Voice  Network  requiring  dedicated  access  lines  in  two 
switching  cities,  designed  for  high-volume  applications,  supporting 
speed  dialing,  specialized  billing,  and  low-speed  data. 

. Digital  Data  Link  supports  point-to-point  dedicated  digital  communica- 
tions over  fiber  optic  and  microwave  links. 

. The  Integrated  Voice/Data  Network  is  designed  for  intracompany 

voice,  data,  and  image  networking  with  services  to  be  provided  in  50 
metropolitan  areas.  For  data  communications,  speed  and  bandwidth 
are  assigned  on  user  demand,  using  a proprietary  processor  interface 
attached  to  a customer's  PBX  equipment. 
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Target  Markets: 

DAMA  targets  companies  in  the  largest  cities,  with  multiple  locations  and 
over  200  employees,  with  a high  volume  of  communications  between  them, 
and  spending  over  $4,000  per  location. 

Its  approach  is  to  provide  flexible  solutions,  offering  several  transmission 
vehicles  (fiber,  microwave,  institutional  CATV  networks,  satellites)  to  fit 
customer  needs. 

As  of  March  1986,  the  company  had  approximately  six  customers,  including 
Dow  Jones  & Company  and  the  Cigna  Corporation. 

Significant  Events: 

In  late  1985,  minicomputer  manufacturer  Data  General  acquired  an  interest  in 
DAMA,  for  an  undisclosed  amount  (estimated  at  $2  million),  with  an  option  to 
buy  all  of  it.  It  is  believed  the  two  companies  will  form  a joint  venture  to 
offer  integrated  communications  products  and  services. 

In  late  November  1986,  DAMA  filed  for  bankruptcy  protection,  an  action 
supported  by  Data  General  due  to  reported  outstanding  loans  totalling  $20 
million.  DAMA  will  be  reorganized  and  is  selling  its  voice  network  in  an 
effort  to  continue  operations. 
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COMPANY  BRIEF 


Cross  Industry:  Systems  Software 


Data  Access  Corporation 
8525  S.W.  129th  Terrace 
Miami,  FL  33 1 56 
(305)  238-0012 

CEO:  Charles  Casanave,  Sr. 

Private  Company 
Founded:  1976 

Employees:  40  ( I I /86) 

Revenue:  (FYE  12/31/85):  $3.5  million,  (FYE  1 2/3 1 /86):  $5  million* 


The  Company:  Data  Access  Corporation  develops  data  base  management  software 
for  microcomputers 

Sources  of  Revenue: 

Systems  Software  (100%) 

Key  Products: 

- Systems  Software  (Utilizes  microcomputers  based  on  MS-DOS,  XENIX,  CP/M  or 
other  operating  systems) 

• DataFlex,  data  base  management  software 

Target  Industries: 

Cross  industry  (100%) 

Geographic  Markets: 

- U.S.  (60%) 

- Non-U. S.  (40%) 

- Has  45  distributors,  20  are  non-U. S. 


*Company  estimate 
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COMPANY  PROFILE 


DATA  ARCHITECTS,  INC.  Martin  Cooperstein,  Chairman  and  CEO 

245  Winter  Street  Norman  Zachary,  President 

Waltham,  MA  021 54  Public  Corporation,  AMEX 

(617)890-7730  Total  Employees:  304 

Total  Revenue,  Fiscal  Year  End 
11/30/87:  $34,745,000 


The  Company  Data  Architects,  Inc.  (DAI),  founded  in  1967,  provides  customized 

software,  systems  design,  implementation,  integration,  and 
management  consulting  professional  services  to  the  banking,  life 
insurance,  and  telecommunications  industries.  The  company  also 
markets  application  software  products  to  the  banking  and 
telecommunications  industries. 

In  March  1988  DAI  announced  it  had  signed  an  agreement  to  be 
acquired  by  Logica  pic,  a British  software  development  and 
consulting  company,  for  approximately  $37.8  million. 

• Logica,  with  annual  revenue  of  approximately  $125  million,  will 
merge  its  North  American  operations  with  DAI  to  form  a 
wholly  owned  subsidiary  of  Logica. 

• The  deal  is  expected  to  be  finalized  within  the  next  several 
months. 

Fiscal  1987  revenue  reached  $ 34.7  million,  a 28%  increase  over 
fiscal  1986  revenue  of  $27.1  million.  Net  income  rose  43%,  from 
$1.6  million  in  fiscal  1986  to  $2.3  million  in  fiscal  1987.  A five-year 
financial  summary  follows: 
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DATA  ARCHITECTS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

11/87 

11/86 

11/85 

11/84 

11/83 

Revenue 

• Percent  increase 

$34,745 

$27,085 

$20,945 

$15,537 

$15,444 

from  previous  year 

28% 

29% 

35% 

1% 

37% 

Income  (loss)  before 
taxes 

• Percent  increase 

$4,295 

$3,352 

$1,711 

$628 

$(1,190) 

from  previous  year 

28% 

96% 

172% 

153% 

52% 

Extraordinary  credit  (a) 

$49 

- 

$198 

$235 

- 

Net  income  (loss) 

• Percent  increase 

$2,330 

$1,635 

$1 ,249 

$600 

$(1,176) 

(decrease)  from 
previous  year 

43% 

31% 

108% 

151% 

(25%) 

Earnings  (loss) 
per  share 

• Percent  increase 

$0.81 

$0.64 

$0.50 

$0.28 

$(0.56) 

(decrease)  from 
previous  year 

27% 

28% 

44% 

150% 

(19%) 

(a)  Reflects  the  tax  effect  of  net  operating  loss  carryforwards. 


DAI  management  attributes  fiscal  1987  results  to  a continued 
demand  for  the  company's  products  and  services,  especially  due  to 
significantly  improved  profitability  of  the  BESSR  software  product 
business. 

Effective  April  10,  1987  DATs  common  stock  was  listed  on  the 
American  Stock  Exchange.  Prior  to  that  date,  the  company's  stock 
was  traded  in  the  over-the-counter  market  and,  since  June  18, 

1985,  on  the  NASDAQ  National  Market  System. 

In  June  1987  DAI  made  a public  offering  of  500,000  shares  of  its 
common  stock.  Net  proceeds  to  the  company  of  approximately 
$5.7  million  will  be  used  for  general  corporate  purposes. 

Recent  acquisitions  made  by  DAI  include  the  following: 
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Key  Products 
Services 


April  1988 


Effective  January  1988  DAI  acquired  Suntel  Systems 
Corporation  of  Earth  City  (MO)  for  approximately  $777,000, 
plus  contingency  payments  based  on  future  performance. 

- Suntel  developed  and  markets  the  Communications  Control 
Center  (C3)  network  management  and  control  software 
product  line. 

- Under  the  terms  of  the  acquisition,  DAI  assumed  certain 
Suntel  debts  (about  $547,000)  and  forgave  a $230,000  note 
due  to  DAI  from  Suntel. 

- DAI  had  been  a distributor  of  Suntel  products  under  a 
marketing  agreement  during  1987.  Suntel  now  operates  as  a 
wholly  owned  subsidiary  of  DAI. 

In  January  1986,  DAI  acquired  Banking  Decision  Systems 
(BDS),  a division  of  Ziff  Communications  Company,  for  $2.2 
million.  The  acquistion  was  accounted  for  as  a purchase. 

- BDS  marketed  application  software  products,  including  its 
BankMaster  product  line,  and  processing  services  to  the 
banking  industry  and  had  revenue  of  approximately  $1.8 
million  for  1985. 

- BDS  operates  as  a division  of  DAI  and  is  based  in  Waltham. 

Revenue  for  the  three  months  ending  February  29,  1988  reached 
$9.1  million,  a 21%  increase  over  $7.5  million  for  the  same  period 
in  1987.  Net  income  reached  $527,000,  compared  to  net  income  of 
$487,000  for  the  same  period  a year  ago. 


and  Approximately  58%  of  DATs  fiscal  1987  revenue  was  derived  from 
customized  software  systems  design,  implementation,  integration, 
and  consulting  professional  services.  The  remaining  42%  was 
derived  from  application  software  product  licenses  and  associated 
installation,  training,  maintenance,  and  customization  support 
services. 

A three-year  summary  of  source  of  revenue,  as  reported  by  DAI, 
follows: 
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DATA  ARCHITECTS,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

11/87 

11/86 

11/85 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Professional 

services 

$20.3 

58% 

$17-6 

65% 

$14.7 

70% 

Software  products 
and  support  services 

14.4 

42% 

9.5 

35% 

6.2 

30% 

TOTAL 

$34.7 

100% 

$27.1 

100% 

$20.9 

100% 

Custom  software  design  and  development  projects  account  for 
most  of  DATs  professional  services  revenue.  While  competitive 
bidding  is  a major  source  of  custom  software  development 
business,  management  consulting  projects  have  frequently  led  to 
sole  source,  long-term  custom  software  development  contracts. 

• The  life  insurance  industry  accounts  for  the  largest  portion  of 

DATs  professional  services  revenue. 

- Services  provided  to  life  insurance  companies  include 
strategic  planning;  the  redesigning  of  applications  and 
communications  capabilities  for  sales,  services,  and  home 
office  support;  and  the  development  of  systems  for  claims 
processing  and  customer  policy  information  management. 

- DAI  is  currently  implementing  a five-year  plan  it  developed 
in  1984  for  New  York  Life  Insurance  Co.  DAI  is  providing 
computer-based  systems  in  support  of  the  range  of  products 
and  services  New  York  Life  offers  its  clients.  The  goal  is  to 
centralize  information  about  customer  business  relationships 
within  the  company  and  to  make  this  information  readily 
available  throughout  the  company  and  its  subsidiaries. 

- Other  life  insurance  company  professional  services  clients 
include  John  Hancock  Mutual  Life,  Massachusetts  Mutual 
Life,  Prudential  Insurance  Co.  of  America,  and  National 
Life. 
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• For  the  banking  and  finance  industry  DAI  has  designed, 
developed,  and  installed  systems  for  demand  deposit 
accounting,  factoring  and  commercial  credit  operations,  stock 
transfer  services,  international  correspondent  accounting,  and 
customer  cash  management. 

- DAI  also  provides  customized  data  communications  and  on- 
line transaction  processing  systems  for  banks  in  connection 
with  their  funds  transfer  activities. 

- DAI  recently  developed  and  installed  a new  Corporate  Stock 
Transfer  System  for  a major  international  bank.  The  system 
is  providing  on-line  processing  for  transfer  of  stock 
ownership,  proxies,  stock  options,  dividend  disbursement  and 
reinvestment,  billing,  company  reorganizations,  and  client 
access  to  their  on-line  shareholder  data  base,  related 
financial  market  data  and  management  reports. 

- Banking  and  finance  clients  include  Bank  of  Boston, 

Citibank,  Chemical  Bank,  and  Shearson  Lehman  Brothers. 

• DATs  work  over  the  past  four  years  with  domestic  and  foreign 
telephone  companies  has  included  the  development  of  complex 
networking  and  communications  systems,  as  well  as  applications 
that  support  administrative  and  technical  functions. 

- DAI  developed  the  Service  Order  Negotiation  and  Retrieval 
(SONAR)  System  for  U.S.  West.  SONAR  has  been  installed 
at  two  U.S.  West  operating  subsidiaries. 

- The  British  Columbia  Telephone  Company,  a Canadian 
subsidiary  of  GTE,  continues  to  support  product 
development  and  marketing  for  the  Network  Information 
and  Communication  System  (NICS)  built  by  DAI.  BNICS,  a 
major  enhancement  that  supports  private  customers'  PBX 
networks,  has  been  completed  and  put  into  operation. 
Development  work  has  also  begun  on  another  NICS 
application  module  providing  automated  subscriber  data 
base  updates. 

- DAI  has  also  developed  an  integrated  system  for  customer 
billing,  network  control,  and  administrative  functions  for  a 
long  distance  telephone  company. 

- Other  telecommunications  company  clients  include  U.S. 
Sprint,  Jutland  Telephone  Co.,  and  Southern  New  England 
Telephone  Co. 
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DAI  currently  markets  and  supports  the  following  application 
software  products  to  the  banking  industry: 

• BESSR  (Bank  Electronic  Support  System),  introduced  in  1980, 
is  a family  of  modular  software  products  that  automate 
commercial  banking  wireroom  operations  and  electronic  funds 
transfer  and  payments  operations  by  integrating  a bank's 
communications  and  payments  processing  functions  into  a 
single  on-line  system. 

- The  modular  design  of  BESS  allows  customers  to  purchase 
and  install  only  those  functions  they  require  while  also 
offering  the  opportunity  to  add  other  BESS  modules  as 
business  requirements  dictate. 

- BESS  wireroom  modules  permit  funds  transfer  messages  as 
well  as  trade,  credit,  investment,  and  administrative 
messages  to  be  electronically  transmitted  and  received  using 
different  domestic  and  international  wire  services  and 
networks  with  minimal  manual  intervention.  The  system 
accommodates  store  and  forward  message  switching  , not 
only  among  the  departments  of  a financial  institution,  but  to 
its  branch  locations  around  the  world. 

- BESS  wire  service  interface  modules  permit  communications 
between  and  among  a bank's  mainframes  and  the 
international  and  domestic  wire  services  used  by  the  bank. 
The  data  communication  interfaces  offered  include  more 
than  15  domestic  and  international  carrier  services,  such  as 
Telex,  British  Telex,  Cable  & Wireless  Public  Limited,  and 
Western  Union,  as  well  as  specialized  interbank  transaction 
networks  such  as  SWIFT,  CHIPS,  CHAPS,  Cashwire,  and 
Fedwire. 

- The  BESS  payments  module  automates  a bank's  payments 
processing  operation.  This  module  processes  all  incoming 
and  outgoing  payments  and  instructions,  while  maintaining 
customer  and  bank  positions  in  multiple  currencies  for  the 
categories  of  collected,  anticipated,  and  next  day  funds. 

- Five  new  BESS  modules  were  developed  and  added  to  the 
BESS  product  line  in  fiscal  1987.  These  included  the 
Daylight  Overdraft  Report,  BESSWIRE/BESSLINK, 
FRCS80,  Common  Entry  II,  and  Cross  Office  CAPS. 

- BESS  runs  on  Tandem  NonStop  computers  under  the 
GUARDIAN  operating  system.  License  fees  typically  range 
from  $200,000  and  $500,000.  In  the  first  year  DAI  often  also 
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receives  an  amount  approximating  the  BESS  license  fee  from 
payments  for  installation,  training,  and  customization 
services  and  hardware  commissions  from  the  sale  of  Tandem 
systems. 

- BESS  marketing  efforts  have  been  primarily  aimed  at  the 
world's  largest  300  banks.  However,  in  each  of  the  last  three 
years,  licenses  have  also  been  sold  to  clients  in  the  next  tier 
of  domestic  regional  banks. 

- Five  BESS  clients  were  added  during  fiscal  1987.  BESS  has 
been  installed  by  27  financial  institutions  at  a total  of  41  sites 
in  seven  countries.  BESS  clients  include  Bank  of  Montreal, 
Bank  of  Nova  Scotia,  Bank  of  Tokyo,  Lloyd's  Bank, 

Chemical  Bank,  Crocker  National  Bank,  Fidelity  Bank,  First 
National  Bank  of  Chicago,  Security  Pacific  National  Bank, 
and  Wells  Fargo  Bank. 

• BankMaster  is  a decision  support  software  product  used  by 

banks  and  financial  managers  for  asset/liability  management, 

interest  rate  risk  and  financial  analysis,  merger  and  acquistion 

analysis,  budgeting,  and  profit  planning. 

- BankMaster's  core  module  provides  simulation  and 
modeling  capabilities  generally  used  to  aid  bank  managers  in 
analyzing  the  spread  between  their  cost  of  funds  and  the 
rates  of  return  earned  upon  employing  these  assets. 

- The  BankMaster  Duration  module  is  an  advanced  analytical 
tool  to  measure  a bank's  exposure  to  movements  in  interest 
rates  by  measuring  the  timing  and  present  value  of  all  cash 
flows  received  by  the  financial  institution. 

- The  BankMaster  Data  Gate  module  permits  data  entry  to 
BankMaster  via  a microcomputer. 

- Support  products  to  BankMaster  include  BankVision,  a 
graphics  front-end  to  BankMaster,  and  PathMaster,  a data 
development  system  that  links  bank  transaction  systems  with 
decision  support  systems. 

- BankMaster's  target  market  includes  multi-national  money 
center  banks,  savings  and  loan  associations,  and  regional 
banks. 

- BankMaster  runs  on  IBM  mainframes,  IBM  and  DEC 
minicomputers,  and  IBM  AT/370  and  DEC  Micro  VAX 
microcomputers.  License  fees  range  from  $85,000  to 
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$125,000  for  mainframe  licenses  and  $25,000  to  $50,000  for 
microcomputer  versions.  Annual  maintenance  contracts  are 
available  for  18%  of  the  purchase  price  each  year. 

- BankMaster  is  currently  being  used  by  more  than  60 
financial  institutions  on  either  the  clients'  in-house  computer 
or  on  a timesharing  basis. 

- BankMaster  clients  include  The  Arizona  Bank,  Banc  One 
Corporation,  Bank  of  Montreal,  Bank  of  Nova  Scotia, 

Boston  Safe  Deposit  & Trust,  Chemical  Bank,  Connecticut 
National  Bank,  First  Interstate  Bancorp,  Irving  Trust 
Company,  Maryland  National  Bank,  MBank  Dallas,  and 
Rainier  National  Bank. 

- In  February  1988  DAI  signed  an  agreement  with  Winter 
Partners  AG,  a Zurich-based  developer  and  distributor  of 
computer  products  and  related  services  to  financial 
institutions,  to  distribute  BankMaster,  with  exclusive 
distribution  rights  in  Switzerland,  Australia,  Germany, 
Lichtenstein,  and  Belgium. 

• In  June  1986,  in  order  to  add  to  the  number  of  software 
products  it  offers  and  extend  its  funds  transfer  product  line, 

DAI  obtained  exclusive  North  American  marketing  and  service 
rights  for  the  product  line  of  Manof  Systems,  Ltd.  of  Israel. 

- Manof  s products  include  MMS/1,  an  IBM-based  general 
message  switching  system,  and  MBS/2,  a funds  transfer 
product  line  for  the  banking  industry. 

- Manofs  10  U.S.  customers  now  receive  their  maintenance 
and  support  services  from  DAI. 

• In  September  1987  DAI  obtained  worldwide  marketing  rights  to 
ATRANS  (Automatic  Funds  Transfer  System),  an  artificial 
intelligence-based  message-formatting  and  funds  transfer 
product  developed  by  Cognitive  Systems  and  the  General  Bank 
of  Brussels. 

Software  products  provided  for  telecommunications  applications 

include  the  following: 

• DAI  has  obtained  marketing  rights  to  sublicense  the  SONAR 
and  NICS  software  products  that  were  originally  developed  as 
custom  systems  for  DAI  telephone  company  clients.  In  each 
case,  rights  to  the  product  are  owned  by  the  original  client  and 
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Industry  Markets 


DAI  shares  product  sublicense  fees  and  retains  fees  for 
installation,  training,  and  customization  services. 

- SONAR  provides  interactive  on-line  marketing  and 
operations  support  while  assisting  a customer  who  desires  to 
obtain  or  change  telephone  service  or  equipment.  The 
customer  can  call  a service  representative  who  enters  the 
information  directly  into  a computer.  A communications 
network  links  all  pertinent  systems  for  inquiry  against  and 
updating  of  all  relevant  telephone  company  files. 

• The  market  for  SONAR  consists  of  large  North 
American  telphone  companies. 

• SONAR  runs  on  Tandem  NonStop  computers. 

• The  first  SONAR  product  sublicense  was  signed  with 
Southern  New  England  Telephone  in  December  1986. 
Revenues  from  this  installation  are  expected  to  exceed 
$2  million  during  1987  and  1988. 

- NICS  automates  the  collection  of  information  regarding 
network  usage  and  provides  network  management  tools  to 
cope  with  traffic  peaks  and  network  outages. 

• NICS  runs  on  Tandem  NonStop  computers. 

• The  product  is  targeted  to  both  large  switched  public 
networks  and  smaller  private  networks. 

C3,  acquired  with  Suntel  Systems  early  in  1988,  is  a 
telecommunications  network  management  system  designed  to 
provide  centralized  control  and  greater  accountability  of 
telephone  switches,  network,  and  equipment. 

- C3  runs  on  Tandem  and  UNIX-based  systems. 

- The  product  is  targeted  primarily  to  government  agencies 
and  private  corporations  with  independent  telephone 
systems. 


DAI  derives  its  revenue  from  the  banking  and  finance,  life 
insurance,  and  telecommunications  industries. 

A three-year  summary  of  source  of  revenue  by  industry  follows: 
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DATA  ARCHITECTS,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 


FISCAL  YEAR 

INDUSTRY 

11/87 

11/86 

11/85 

Banking  and  finance 

39% 

47% 

45% 

Insurance 

47% 

« 

43% 

35% 

T elecommunications 

14% 

10% 

20% 

TOTAL 

100% 

100% 

100% 

New  York  Life  accounted  for  approximately  45%  ($15.7  million) 
of  fiscal  1987  revenue,  38%  ($10.2  million)  of  fiscal  1986  revenue, 
and  28%  ($5.7  million)  of  fiscal  1985  revenue. 


Geographic  Approximately  80%  of  DATs  fiscal  1987  revenue  was  derived  from 

Markets  the  U.S.  The  remaining  20%  was  derived  from  international 

sources.  A three-year  summary  of  source  of  revenue  follows: 


DATA  ARCHITECTS,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

11/87 

11/86 

11/85 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

$27.7 

80% 

$22.1 

82% 

$16.2 

77% 

Europe 

2.1 

6% 

1.9 

7% 

2.1 

10% 

Export  sales  (a) 

5.1 

15% 

3.5 

13% 

2.9 

14% 

(Eliminations) 

(0.2) 

(1%) 

(0.4) 

(2%) 

(0.3) 

(1%) 

TOTAL 

$34.7 

100% 

$27.1 

100% 

$20.9 

100% 

(a)  Includes  sales  primarily  to  Europe,  Canada,  and  Japan. 
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Regional  offices  are  located  in  New  York  City  and  San  Francisco. 
Satellite  sales  offices  are  located  in  Atlanta,  Chicago,  and  Los 
Angeles. 

DAI  had  foreign  subsidiaries  in  Scarborough,  Ontario  (DAI 
Canada,  Inc.)  and  London,  England  (Data  Architects  Systems, 
Ltd.). 

In  October  1987  DAI  announced  the  signing  of  an  agreement  with 
Mitsui  Comtek  (a  Mitsui  & Co.  Ltd.  subsidiary)  to  distribute  DATs 
software  products  in  Japan.  Initially  Mitsui  will  concentrate  on 
marketing  BESS,  making  it  the  first  authorized  distributor  of 
BESS  for  Japanese  companies  and  international  firms  with 
branches  in  Japan. 


DAI  has  four  Tandem  NonStop  computers  running  under 
GUARDIAN  at  its  headquarters  for  product  development  and 
support. 

A DEC  VAX  is  installed  at  the  Waltham  data  center  in  support  of 
BankMaster  timesharing  clients. 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  OCTOBER  1 986 


DATA  ARCHITECTS,  INC. 

245  Winter  Street 
Waltham,  MA  03254 
(617)  890-7730 


Martin  Cooperstein,  Chairman  and  CEO 
Norman  Zachary,  President  and  COO 
Public  Corporation,  OTC 
Total  Employees:  291(2/28/87) 

Total  Revenue,  Fiscal  Year  End 
11/30/86:  $27,085,000 


DATA  ARCHITECTS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


• Revenue  for  the  nine  months  ending  August  31,  1987,  was  $25.2  million,  an 
increase  of  31%  over  $19.3  million  for  the  comparable  period  in  1986.  Net 
income  for  the  period  rose  44%  to  $1.6  million,  compared  to  $1.1  million  for 
the  first  nine  months  of  fiscal  1986. 

• In  September  1987,  DAI  acquired  marketing  rights  to  ATRANS  (Automatic 
Funds  Transfer  System),  an  Artificial  Intelligence  (Al)-based  message-format- 
ting  and  funds  transfer  product. 
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ATRANS  was  jointly  developed  by  Cognitive  Systems,  Inc.,  and  the 
General  Bank  of  Brussels. 

SOURCE  OF  REVENUE 

• In  fiscal  1986  DAI's  revenues  from  customized  software  systems  design, 
implementation,  and  consulting  professional  services  accounted  for  approxi- 
mately 65%  of  total  revenues,  and  software  products  and  related  support 
services  accounted  for  the  remaining  35%. 

• A three-year  summary  of  source  of  revenue,  as  reported  by  DAI,  follows: 


DATA  ARCHITECTS,  INC.  (a) 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

11/ 

36 

11/85 

11/84 

Revenue 

Percent 
of  T otal 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Professional 

services 

$17.6 

65% 

$14.7 

70% 

$10.3 

66% 

Software  products  and 

M 

support  services 

9.5 

35 

6.2 

30 

5.2 

34^ 

Total 

$27.1 

1 00% 

$20.9 

100% 

$15.5 

100% 

(a)  Restated  to  reflect  assignment  of  net  hardware  revenue  directly  to  each 
business  segment  based  on  actual  client  transactions. 

• DAI's  fiscal  1986  revenue  by  industry  is  segmented  as  follows  ($  millions): 


Percent 


Revenue 

of  Total 

Banking 

$12.8 

47% 

Insurance 

1 1.5 

43 

Telecommunications 

2.8 

10 

$27.1 

100% 

Eighty  percent  of  fiscal  1986  revenue  was  derived  from  the  U.S.  The  remain- 
ing 20%  was  derived  from  Canada,  The  U.K.,  the  Netherlands,  France,  Switz- 
erland, Japan,  and  Denmark. 
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COMPANY  PROFILE 


DATA  ARCHITECTS,  INC. 

245  Winter  Street 
Waltham,  MA  03254 
(617)  890-7730 


Martin  Cooperstein,  Chairman  and  CEO 
Norman  Zachary,  President  and  COO 
Public  Corporation,  OTC 
Total  Employees:  265 
Total  Revenue,  Fiscal  Year  End 
11/30/85:  $20,945,000 


THE  COMPANY 

• Data  Architects,  Inc.  (DAI),  founded  in  1967,  provides  customized  software, 
systems  design,  implementation,  and  consulting  professional  services  primarily 
to  the  banking,  life  insurance,  and  telecommunications  industries.  Since  1980, 
the  company  has  also  provided  its  proprietary  software  products  to  the 
banking  industry. 

• Fiscal  1985  revenue  reached  $20.9  million,  an  increase  of  35%  over  fiscal  1984 
revenue  of  $15.5  million.  A five-year  summary  follows: 
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DATA  ARCHITECTS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


(a)  Revenue  figures  have  been  restated  to  reflect  the  reclassification  of  hardware 
revenue  from  gross  sales  to  net  revenue. 

(b)  Tax  effect  of  net  operating  loss  carry  forward. 


• In  January  1986,  DAI  acquired  Banking  Decision  Systems  (BDS),  a division  of 
Ziff  Communications  Company  for  52.2  million.  BDS  markets  computer 
software  products  and  timesharing  services,  providing  decision  support  tools 
for  bankers  to  manage  their  asset/liability  portfolios. 

• Revenue  for  the  nine  months  ending  August  31,  1986  was  $19.3  million,  a 28% 
increase  over  $15  million  for  the  same  period  in  1985.  Net  income  reached 
$1.1  million,  compared  to  $961,000  for  the  same  period  a year  ago. 

KEY  PRODUCTS  AND  SERVICES 

• Seventy  percent  of  fiscal  1985  revenue  was  derived  from  customized  software 
systems  design,  implementation,  and  consulting  professional  services.  The 
remaining  30%  was  derived  from  software  products  and  related  support 
services. 
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• A three-year  summary  of  source  of  revenue,  as  reported  by  DAI,  follows: 


DATA  ARCHITECTS,  INC.  (a) 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

11/85 

11/84 

11/83 

ITEM 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Professional 

services 

$14.7 

70% 

$10.3 

66% 

$10.0 

65% 

Software  products  and 
support  services 

6.2 

30 

5.2 

34 

5.4 

35 

Total 

$20.9 

100% 

$15.5 

100% 

$15.4 

1 00% 

(a)  Restated  to  reflect  assignment  of  net  hardware  revenue  directly  to  each 
business  segment  based  on  actual  client  transactions. 


• Contracts  to  develop  large  systems  are  obtained  from  competitive  awards  and 
occasionally  the  company  is  retained  on  a sole  source  basis.  Some  contracts 
are  negotiated  on  a time  and  materials  basis;  other  contracts  are  fixed-price. 


DAI  has  developed  systems  for  telecommunications  companies  that 
provide  data  collection  for  billing,  network  operation,  network  planning 
and  engineering,  customer  service,  and  order  processing.  Some  of  the 
custom  systems  are  developed  as  software  products  for  resale  to  other 
customers. 


U.S.  West  chose  DAI  to  implement  its  Service  Order  Negotiation 
and  Retrieval  System  (SONAR),  which  provides  service  order 
processing  for  its  three  telephone  operating  companies. 

British  Columbia  Telephone  Company  awarded  DAI  a contract  to 
design  and  implement  its  Network  Information  and  Communica- 
tions System  (NICS),  which  provides  automated  collection, 
recognition,  and  processing  of  telephone  network  traffic 
messages  from  12  different  types  of  network  switches. 

DAI  developed  these  products  with  the  intention  of  reselling 
them  to  other  telephone  companies.  In  1985,  DAI  made 
arrangements  to  retain  the  marketing  rights  to  SONAR  and 
NICS. 
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During  1985,  work  in  the  banking  industry  included  the  following: 

. The  first  phase  of  a new  stock  transfer  system  was  installed  for 
the  Bank  of  Boston.  The  Corporate  Stock  Transfer  System 
provides  on-line  capabilities  for  processing:  transfer  of  stock 

ownership,  proxies,  stock  options,  dividend  disbursement  and 
reinvestment,  billing,  accounts  receivable,  and  other  related 
functions.  The  new  system  also  provides  clients  on-line  access 
to  their  shareholder  data  base,  related  financial  market  data, 
and  management  reports. 

. DAI  continued  to  work  with  Citibank  in  the  development  of 
several  new  or  enhanced  electronic  funds  transfer  capabilities. 
Citibank,  with  DAI's  help,  has  evolved  a new  Funds  Transfer 
Network  (FTN)  architecture  based  on  Digital  Equipment's  VAX 
cluster  technology,  which  employs  common  communications  and 
message  handling  functions  and  a shared  customer  data  base. 

. In  addition,  DAI  is  supporting  Chemical  Bank  in  the  development 

of  a number  of  financial  reporting  systems. 

Work  in  the  insurance  industry  included  developing  computer-based 
systems  for  New  York  Life  and  National  Life  of  Vermont. 

. At  New  York  Life,  DAI  is  developing  computer-based  systems  to 
provide  their  clients  with  a broad  range  of  products  and 
services.  The  goal  is  to  centralize  information  about  customer 
business  relationships  within  the  company  and  to  make  this 
information  readily  available  throughout  the  company  and  its 
subsidiaries. 

. DAI's  support  of  National  Life  of  Vermont  involves  the  applica- 
tion of  a range  of  fourth-generation  software  products  and 
custom-written  systems  to  service  National  Life  end  users, 
systems  engineers,  and  senior  managers,  as  well  as  the 
company's  clients. 

• Software  products  available  from  DAI  include  the  following: 

In  1980,  DAI  introduced  the  BESS  (Bank  Electronic  Support  System) 
applications  software  product  line.  BESS  consists  of  a family  of 
modular  software  products  which  together  automate  the  funds  transfer, 
payment  operations,  and  other  financial  and  communications  functions 
of  large  commercial  banks  and  other  financial  institutions.  Communi- 
cations modules  provide  the  link  to  domestic  and  international  wire 
services  as  well  as  the  specialized  banking  networks  of  SWIFT,  CHIPS, 
CHAPS,  Fedwire,  and  Bankwire/Cashwire,  and  interfaces  to  existing 
host  systems. 


4 of  6 

October  I 986 


©1986  by  INPUT.  Reproduction  Prohibited. 


INPUT 


DATA  ARCHITECTS,  INC. 


. The  modular  design  of  BESS  allows  customers  to  purchase  and 
install  only  those  functions  they  require  while  also  offering  the 
opportunity  to  add  other  BESS  modules  as  business  requirements 
dictate.  In  1985,  five  new  modules  were  added  to  the  BESS 
product  line:  a Cashwire  module  for  the  Bankwire  network; 

Cash  Position;  CHIPS  Debit  Caps;  Global  Debit  Caps;  and  a Host 
Mainframe  Interface  (a  real-time  communications  interface 
between  a host  application  and  the  BESS  communications 
interface). 

. Four  new  BESS  customers  were  signed  in  1985,  bringing  the  total 
to  18  installations  of  the  BESS  product  line  in  North  America, 
Europe,  and  Japan. 

. BESS  runs  on  Tandem  NonStop  computers  under  the  GUARDIAN 
operating  system. 

. BESS  software  ranges  in  price  from  $300,000  to  $1  million, 
including  installation  and  customization. 

During  1985,  DAI  applied  its  BESS  technology  to  customized  systems 
projects  for  customers  in  the  telecommunications  industry  and  other 
non-banking  organizations.  MPRESS  (Multiple  Protocol  Electronic 
Support  System)  is  an  extension  of  the  BESS  technology  for  use  in 
solving  the  problems  associated  with  exchanging  information  between 
incompatible  computer  systems. 

. MPRESS  is  a high  performance  communications  switch  capable 
of  routing  data  among  multiple  applications  running  on  various 
computer  technologies,  operating  systems,  and  different 
communications  protocols. 

. The  product  is  aimed  at  financial  institutions  and  the  general 
industrial  market  where  intelligent  message  switching  across  a 
variety  of  communication  protocols  and  networks  is  an 
important  application. 

BankMaster,  developed  by  BDS  and  introduced  in  1984,  is  a decision 
support  tool  used  by  bankers  to  manage  their  asset/liability  portfolios. 

. BankMaster  integrates  data  from  various  internal  bank  systems 
into  a single  data  base  and  provides  the  applications  to  process 
the  data  base.  Some  of  the  application  modules  in  the 
BankMaster  library  are: 

Asset/Liability  Management. 

Cash  Flow  Analysis. 

Merger  and  Acquisition  Analysis. 

Strategic  Planning. 

Budget  and  Profit  Planning. 
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Interest  Rate  Risk  Assessment. 

Gap  Analysis. 

Duration  Analysis. 

Capital  Budgeting. 

Management  Reporting. 

Model  Building  and  Simulation. 

. BankMaster  software  runs  on  IBM  mainframes,  DEC  computers 
(including  the  DEC  MicroVAX),  and  the  IBM  PC/AT. 

. BankMaster  is  currently  being  used  by  more  than  35  institutions 
ranging  from  savings  and  loan  organizations  and  regional  banks 
to  some  of  the  largest  banks  in  the  U.S.  and  Canada. 

INDUSTRY  MARKETS 

• The  principal  consumer  of  DAI  products  and  services  is  the  banking  industry. 
Forty-five  percent  of  fiscal  1985  revenue  was  derived  from  the  banking 
industry,  35%  was  derived  from  the  insurance  industry,  and  20%  from  the 
telecommunications  industry. 

GEOGRAPHIC  MARKETS 

• Seventy-six  percent  of  fiscal  1 985  revenue  was  derived  from  the  U.S.  The 
remaining  24%  was  derived  from  Canada,  the  U.K.,  the  Netherlands,  France, 
Switzerland,  and  Japan. 

• DAI  is  headquartered  in  Waltham  (MA).  DAI's  branch  offices  are  located  in 
New  York  City,  San  Francisco,  Willowdale  (Ontario),  and  London. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• DAI  has  four  Tandem  NonStop  computers  running  under  GUARDIAN  at  its 
headquarters  for  product  development  and  support.  A DEC  PDP-ll/23  is 
installed  for  internal  accounting. 
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FINANCIAL  UPDATE  TO  COMPANY  PROFILE  DATED  JULY  1984 


DATA  ARCHITECTS,  INC.  Martin  Cooperstein,  Chairman  and  CEO 

245  Winter  Street  Norman  Zachary,  President  and  COO 

Waltham,  MA  02154  Public  Corporation,  OTC 

(617)  890-7730  Total  Employees:  191 

Total  Revenue,  Fiscal  Year  End 
11/30/84:  $15,537,000 
Computer  Services  Revenue: 
$14,957,000 


DATA  ARCHITECTS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


.^FISCAL  YEAR 

ITEM 

1 1/84 

1 1/83 

1 1/82 

11/81 

1 1/80 

Revenue  (a) 

. Percent  increase 
(decrease)  from 
previous  year 

Income  (loss)  before 
taxes  and  extraordinary 

$ 15,537 
0.6% 

$ 15,444 
37% 

$ 1 1,277 

7% 

$ 10,518 
69% 

$ 6,239 
NA 

credit 

. Percent  increase 
(decrease)  from 
previous  year 

$ 628 
153% 

$ (1,190) 
52% 

$ (2,503) 
(260%) 

$ 1,563 
119% 

$ 714 
19% 

Extraordinary  credit  (b) 

$ 234 

- 

- 

- 

- 

Net  income  (loss) 

. Percent  increase 
(decrease)  from 
previous  year 

$ 600 
151% 

$ (1,177) 
(25%) 

$ (944) 

(218%) 

$ 803 

124% 

$ 359 
15% 

Earnings  (loss)  per 

$ 0.28 
150% 

$ (0.56) 
(19%) 

$ (0.47) 
(200%) 

$ 0.47 

81% 

$ 0.26 
13% 

share 

. Percent  increase 
(decrease)  from 
previous  year 

(a)  Revenue  figures  have  been  restated  to  reflect  the  reclassification  of  hardware 
revenue  from  gross  sales  to  net  revenue. 

(b)  Tax  effect  of  net  operating  loss  carry  forward. 
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• DAI  management  attributes  increases  in  net  income  to  a reduction  in  overall 
costs  and  expenses,  of  which  product  development  and  general  and  administra- 
tive expenses  were  the  principal  components,  and  to  the  extraordinary  tax 
credit  due  to  the  previous  two  years'  losses. 

SOURCE  OF  REVENUE 


• Approximately  65%  of  DAI's  fiscal  1984  revenue  was  derived  from  profes- 
sional services  custom  system  design  and  consulting,  31%  from  application 
software  products,  and  4%  from  net  hardware  sales. 

• A three-year  summary  of  source  of  revenue,  as  reported  by  DAI,  follows: 


DATA  ARCHITECTS,  INC.  (a) 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1 1/84 

11/83 

11/82 

ITEM 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Professional 

services 

$10.1 

65% 

$ 9.6 

62% 

$ 8.5 

75% 

Software  products  and 
support  services 

4.8 

31 

4.9 

32 

2.6 

23 

Hardware  sales  and 
fees 

0.6 

4 

0.9 

6 

0.2 

2 

Total 

$15.5 

100% 

$ 15.4 

100% 

$ 11.3 

100% 

(a)  Restated  to  reflect  reclassification  of  hardware  revenue  from  gross  revenue  to 
revenue  net  of  costs. 


• Approximately  50%  of  DAI's  fiscal  1984  revenue  was  derived  from  the  banking 
industry,  20%  from  the  life  insurance  industry,  and  30%  from  telecommunica- 
tions. Twenty-five  percent  of  fiscal  1984  revenue  was  derived  from  export 
sales. 
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COMPANY  HIGHLIGHT 


DATA  ARCHITECTS,  INC. 

245  Winter  Street 
Waltham,  MA  02154 
(617)  890-7730 


Martin  Cooperstein,  Chairman  and  CEO 
Norman  Zachary,  President 
Public  Corporation,  OTC 
Total  Employees:  202 
Total  Revenue,  Fiscal  Year  End 
11/30/83:  $23,545,734 


THE  COMPANY 

• Data  Architects,  Inc.  (DAI),  founded  in  1967,  provides  customized  software 
and  turnkey  systems  design,  programming,  implementation,  and  consulting 
professional  services,  primarily  to  the  banking,  life  insurance,  and  tele- 
communications industries.  In  1980  the  company  also  began  marketing  the 
Bank  Electronic  Support  Systems  (BESS®  ) line  of  software  products. 

• Fiscal  1983  revenue  reached  $23.5  million,  an  87%  increase  over  fiscal  1982 
revenue  of  $12.6  million.  Net  losses  in  fiscal  1983  were  $1.2  million,  as 
compared  to  losses  of  $0.9  million  in  fiscal  1982.  A five-year  financial 
summary  follows: 
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DATA  ARCHITECTS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


• DAI  management  attributes  increases  in  revenue  to  the  following  factors: 

Revenue  from  computer  equipment  purchased  and  resold  in  conjunction 
with  custom  turnkey  system  contracts  was  $7.7  million  in  fiscal  1983, 
as  compared  to  $85,000  in  fiscal  1982. 

Billing  rate  and  price  increases. 

• DAI  management  attributes  continuing  net  losses  to  the  following  factors: 

Continued  software  product  development  costs  ($2.3  million  in  fiscal 
1983,  $3  million  in  fiscal  1982). 

Lower  than  anticipated  growth  in  BESS  software  product  revenue  due 
to  the  European  recession  and  domestic  economic  problems. 

Non-recurring  write-offs  of  approximately  $700,000  consisting  pri- 
marily of  software  product  acquisition  costs  and  expenses  related  to  a 
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proposed  public  offering  of  common  stock  earlier  in  1983  that  was 
terminated. 

Significantly  less  in  tax  credits  during  fiscal  1983  ($13,700),  compared 
to  fiscal  1982  ($1.6  million). 

• DAI  is  organized  into  four  subsidiaries,  as  follows: 

Data  Architects  Systems  Inc.,  headquartered  in  Waltham  (MA),  markets 
and  supports  the  BESS  software  product  line. 

Data  Architect  Systems  Limited,  headquartered  in  London,  was  estab- 
lished in  April  1982  to  provide  BESS  marketing  and  support  to  European 
banking  centers. 

The  Business  Services  Group  Inc.  was  established  to  provide  consulting 
professional  services  to  small  and  medium-sized  businesses. 

DAI  Consulting  Services  Inc.  provides  DAI  services  in  New  York  City. 

• Revenue  for  the  six  months  ending  May  31,  1984  was  $8.1  million,  a 26% 
decrease  from  revenue  of  $10.2  million  for  the  same  period  in  1983.  Net 
income  for  the  period  was  $3,000,  as  compared  to  $395,000  in  1983. 

• As  of  June  1984  DAI  had  approximately  191  employees. 

KEY  PRODUCTS  AND  SERVICES 

• A three-year  summary  of  source  of  revenue,  as  reported  by  DAI,  follows: 


DATA  ARCHITECTS,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 
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• DAI  professional  services  include  customized  software  systems  design, 
implementation,  and  management  consulting,  primarily  for  the  banking,  life 
insurance,  and  telecommunications  industries. 

Consulting  services  include  system  feasibility  studies,  cost/benefit 
analyses,  project  management,  and  audits  of  data  processing  projects 
and  organizations.  These  services  frequently  generate  system  design 
business. 

Design  and  implementation  activities  include  systems  design,  data  base 
design,  equipment  selection,  programming,  training,  site  planning  and 
preparation,  acceptance  testing,  and  system  maintenance.  In  contracts 
where  DAI  is  requested  to  supply  both  software  and  hardware,  DAI 
purchases  the  hardware  for  resale  to  customers. 

DAI  has  software  expertise  in  large  IBM,  Burroughs,  and  Amdahl  main- 
frames, and  in  DEC  and  Tandem  minicomputers. 

Although  the  banking  services  industry  has  continued  to  represent  a 
significant  portion  of  DAI's  total  professional  services  revenue,  the 
fastest  growing  segments  during  1983  were  the  telecommunications  and 
insurance  industries. 

• Major  professional  service  projects  DAI  has  participated  in  during  the  past 
several  years,  by  industry,  include  the  following: 

Banking  and  brokerage. 

. During  1983  work  was  initiated  with  Citibank  on  the  develop- 
ment of  the  next  generation  wholesale  electronic  funds  transfer 
system  to  supplant  a DAI  system  installed  in  1977. 

. DAI  is  currently  adding  Certificates  of  Deposit  to  the  system 
architecture  for  Customer  Accounting  System  and  Demand 
Deposit  Accounting  System,  which  it  designed  for  Chemical 
Bank. 

. DAI  has  provided  consulting  to  the  Bank  of  Boston  and  Manu- 
facturers Hanover  Trust  on  increasing  productivity  through 
automation  for  the  labor  intensive  transaction  businesses  of 
stock  transfer  and  factoring  (secured  lending). 

. During  1983  special  bank  consulting  assignments  were  under- 
taken at  National  Westminster  USA,  Barnett  Banks,  and  the 
Banks  of  Bahrain  and  Kuwait.  In  the  brokerage  area,  DAI 
carried  out  foreign  exchange  projects  for  Solomon  Brothers  and 
Merrill  Lynch. 
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Telecommunications. 

. DAI  management  believes  the  growth  in  demand  for  voice  and 
data  telecommunications  services  has  led  to  major  communi- 
cation network  expansions  by  carriers  and  new  requirements  for 
automated  support  systems  to  collect  billing  information, 
manage  the  switched  networks,  and  market  new  services. 
Telecommunications  contracts  represented  40%  of  total  1983 
revenue. 

. In  January  1983  GTE-SPRINT  awarded  DAI  a contract  to 

develop  and  install  the  Call  History  Information  Processing 
System,  a nationwide  network  of  more  than  30  Tandem  NonStop 
computers  located  at  each  of  their  major  voice  switching 
centers.  The  system  will  collect,  process,  and  relay  the  records 
for  all  toll  calls  to  national  centers.  Installation  is  ongoing. 

. DAI  is  currently  negotiating  on  a contract  with  a western  Bell 
Telephone  regional  holding  company  to  provide  a major  business 
support  system. 

Insurance. 

. The  number  of  insurance  projects  increased  threefold  over 

1982.  The  majority  were  aimed  at  the  strategic  integration  of 
insurance,  banking,  and  investment  applications  as  the  insurance 
industry  introduces  new  customer  products  in  response  to  regu- 
latory changes. 

. Insurance  clients  in  1983  included  New  York  Life,  MONY,  Mass 
Mutual,  Equitable,  John  Hancock,  National  Life  of  Vermont, 
Monarch,  Acacia,  and  New  Hampshire  Insurance. 

. During  1983  projects  focused  on  improving  productivity  through 
increased  automation  of  clerical  functions.  Assignments 
included: 

Developing  a large  on-line  Policyowner  Service  System. 

Installing  a fully  integrated  life  insurance  system. 

Designing  and  implementing  an  office  automation  system 

for  the  field  offices  of  a major  insurance  company. 

Studying  home  office  hardware  and  system  requirements. 

Other. 


The  Business  Services  Group  has  provided  various  professional 
consulting  services  for  small  and  medium-sized  businesses  across 
industry  sectors. 
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• In  1980  DAI  introduced  the  BESS  applications  software  product  line.  BESS 
automates  commercial  banking  funds  transfer  and  payments  operations  by 
integrating  a bank's  communications  and  payments  processing  functions  into 
one  on-line  system. 

BESS  is  a modular  system  that  runs  on  Tandem  NonStop  computers. 
Components  include  the  following: 

. The  Wireroom  module  provides  a multinodal  store  and  forward 
switching  facility  between  outside  communications  networks  and 
bank  locations.  It  supports  multioffice,  multidimensional  con- 
figurations; electronic  mail;  and  most  standard  bank  wireroom 
functions. 

. Wire  service  interfaces  permit  communications  between  BESS 
and  international  and  domestic  carriers  as  well  as  bank  host 
computers  and  corporate  data  bases.  Interfaces  offered  include 
ITT,  TRT,  WUI,  ARX,  CNCP  Telex,  CNCP  Telenet,  BPO,  and 
RCA.  BESS  also  links  directly  with  SWIFT,  CHIPS,  Fedwire, 
CHAPS,  and  PSS. 

. The  Payments  module,  introduced  in  1983,  automates  a bank's 
entire  wholesale  paying  and  receiving  operation.  BESS  Pay- 
ments processing  includes  book  transfers,  due-to  (VOSTRO) 
accounting,  due-from  (NOSTRO)  accounting,  future-valued 
transactions,  and  advices-to-receive. 

. The  Testword  module  qualifies  valid  TELEX  messages. 

BESS  software  ranges  in  price  from  $300,000  to  $1  million,  including 
installation  and  customization. 

There  are  currently  II  installations  of  BESS.  Clients  include  Bank  of 
Montreal,  Bank  of  Nova  Scotia,  Barclays  Bank  International,  Canadian 
Imperial  Bank  of  Commerce,  Chemical  Bank,  Crocker  National  Bank, 
First  National  Bank  of  Chicago,  First  National  State  Bank  of  New 
Jersey,  Lloyds  Bank,  National  Westminster  Bank,  and  The  Royal  Bank 
of  Canada. 

INDUSTRY  MARKETS 

• DAI's  fiscal  1983  revenue  was  derived  primarily  from  the  banking,  insurance, 
and  telecommunications  industries. 

• DAI's  target  market  for  its  BESS  software  products  is  the  world's  200  largest 
banks. 
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GEOGRAPHIC  MARKETS 

• Approximately  87%  of  DAI's  fiscal  1983  revenue  was  derived  from  the  U.S. 
The  remaining  13%  was  derived  from  Canada  and  the  U.K.  and  consisted 
principally  of  BESS  software  product  sales  and  related  support  services. 

• DAI  has  U.S.  offices  in  Boston,  Chicago,  Los  Angeles,  New  York,  and  San 
Francisco.  Foreign  offices  are  located  in  London  and  Toronto. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• DAI  has  four  Tandem  NonStop  computers  running  under  GUARDIAN  at  its 
headquarters  for  product  development  and  support.  A DEC  PDP-ll/23  is 
installed  for  internal  accounting. 


7 of  7 
July  1984 


©1984  by  INPUT.  Reproduction  Prohibited 


INPUT 


9 


9 


COMPANY  HIGHLIGHT 


DATA  ARCHITECTS,  INC. 

460  Totten  Pond  Road 
Waltham,  MA  02154 
(617) 890-7730 


Martin  Cooperstein,  President  and 
Chairman 

Public  Corporation,  OTC 
Total  Employees:  184 
Total  Revenue,  Fiscal  Year  End 
11/30/80:  $8,559,956 
Total  Computer  Service  Revenue: 
$7,200,000 


PRINCIPAL  BUSINESS 

• Data  Architects,  Inc.  (DAI),  founded  in  1967,  provides  management  consulting, 
systems  design,  programming  services,  and  customized  turnkey  systems  to  a 
variety  of  industries. 

• In  March  1980,  DAI  entered  the  software  products  marketplace  with  the 
announcement  of  its  first  product,  a message  switching  system  on  Tandem 
minicomputers.  DAI  has  established  a wholly  owned  subsidiary,  Data  Archi- 
tects Systems,  Inc.  (DASI),  to  market  these  software  products. 


FINANCIALS  ($  thousands,  except  per  share  data) 


— ---^FISCAL  YEAR 
ITEM  — 

11/80 

1 1/79 

11/78 

11/77 

11/76 

Revenue 

. Percent  increase 
(decrease)  from 

$ 8,560 

$ 6,212 

$ 5,081 

$ 6,372 

$ 1,966 

previous  year 

Income  before  taxes 
and  extraordinary 

38% 

22% 

(20%) 

224% 

15% 

item 

. Percent  increase 
(decrease)  from 

714 

599 

567 

578 

126 

previous  year 

19% 

6% 

(2%) 

359% 

22% 

Net  income 
. Percent  increase 
(decrease)  from 

359 

31  1 

270 

253 

61 

previous  year 

15% 

15% 

7% 

315% 

(69%) 

Earnings  per  share 
. Percent  increase 
(decrease)  from 

$ 0.26 

$ 0.23 

$ 0.19 

$ 0.16 

$ 0.04 

previous  year 

13% 

21% 

19% 

300% 

0 
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SOURCES  OF  REVENUE 

83%  Professional  services. 

1%  Software  products. 

16%  Hardware  sales. 

PRODUCTS  AND  SERVICES 

• DAI  professional  services  include  management  consulting  in  data  processing 

and  data  communications,  feasibility  studies,  system  management,  project 
management,  design,  development,  and  implementation  of  on-line,  interactive 
computer  systems,  and  custom  design  and  installation  of  turnkey  systems. 
These  services  are  offered  primarily  to  four  industry  sectors:  banking, 

insurance,  government,  and  manufacturing. 

DAI  performs  major  consulting  assignments  and  develops  on-line 
systems  for  banking  clients. 

. Applications  include  commercial  credit,  funds  transfer,  due-to 
accounting,  demand  deposit  accounting,  and  stock  transfer. 

. DAI  targets  these  services  to  banks  with  over  $1  billion  in  assets. 
Clients  include  Citibank,  First  National  Bank  of  Boston, 
Chemical  Bank,  Security  Pacific  Bank,  Crocker  National  Bank, 
and  Wells  Fargo  Bank. 

DAI's  systems  design  work  for  large  insurance  companies  includes 
development  of  agency  systems,  policyholder  systems,  and  pension 
accounting  systems  for  large  on-line  central  processors  and  distributed 
processing  networks.  Clients  include  Mutual  of  New  York,  Home  Life, 
Massachusetts  Mutual,  and  Prudential  Insurance  companies. 

DAI  assists  in  designing  on-line  and  communication  systems  for  govern- 
ment and  manufacturing  clients,  including  the  Commonwealth  of 
Massachusetts,  the  State  of  Illinois,  and  C.l.T.  Financial. 

Since  1967  the  company  has  installed  over  30  custom  turnkey  systems 
for  banking,  insurance,  and  government  industry  clients. 

DAI  has  software  expertise  in  large  IBM,  Burroughs,  and  Amdahl 
mainframes  and  DEC  and  Tandem  minicomputers. 

• Packaged  software  products  adapted  from  DAI's  custom  systems  are  marketed 
by  DASI. 

DASI's  first  product,  BESS™  (Bank  External  Services  System),  is  an 
electronic  funds  transfer  system  running  on  Tandem  Non-Stop  com- 
puters. Features  include: 
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Interfaces  to  multiple  communications  networks  such  as 
FEDWIRE,  SWIFT,  CHIPS,  Telenet,  and  TELEX. 

Standard  store-and-forward  message  switching. 

Applications  for  electronic  mail,  payments  processing,  position 
monitoring,  and  word  processing. 

Software  pricing  ranges  from  $150,000  to  $500,000  before  a 
customization  fee  of  from  $150,000  to  $800,000. 

There  are  currently  six  installations  of  BESS.  Clients  include 
Crocker  National  Bank,  Chemical  Bank,  Bank  of  Montreal,  and 
Bank  of  Nova  Scotia.  Management  estimates  that  four  more 
installations  will  be  started  before  the  end  of  fiscal  1981. 


INDUSTRY  MARKETS 


Banking 

Insurance 

Government 

Other 


50% 

30 

5 

15 


100% 


GEOGRAPHIC  MARKETS 


U.S. 

Canada 


90% 

10 

100% 


DAI  has  offices  in  Boston,  Los  Angeles,  New  York,  and  San  Francisco.  DASI 
plans  to  start  marketing  its  software  in  Europe  in  late  1981. 


COMPUTER  HARDWARE 


One  Tandem  Model  16  (three  processors). 
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COMPANY  HIGHLIGHT 


DATA  ARCHITECTS,  INC. 

460  Totten  Pond  Road 
Waltham,  MA  02154 
(617)  890-7730 


Martin  Cooperstein,  President 
and  Chairman 

Public  Corporation,  Boston  Stock 
Exchange 

Total  Employees:  81 
Total  Revenues,  Fiscal  Year  End 
I 1/78:  $5.1  million 


THE  COMPANY 

• Data  Architects,  Inc.  (DAI)  was  founded  in  1967  and  specializes  in  providing 
management  and  programming  consulting  services.  Professional  services 
revenues  are  derived  from  approximately  22  clients  in  a variety  of  industries, 
particularly  life  insurance,  banking,  and  state  government. 

• Since  1973  DAI  has  been  designing  customized  turnkey  systems,  under 
contract,  in  an  effort  to  develop  systems  expertise  in  this  field.  The  company 
has  installed  12  to  15  turnkey  systems  for  banking,  transportation,  and  law 
enforcement  industries. 

• Data  Architects'  revenues  decreased  in  1978  from  $6,371,701  in  1977  to 
$5,080,761  in  1978.  Net  income  increased,  however,  to  $269,767  in  1978  from 
$253,356  in  1977.  A five  year  summary  follows: 


FIVE  YEAR  FINANCIAL  SUMMARY,  DATA  ARCHITECTS 
($  in  THOUSANDS) 


FISCAL  YEAR 

ITEM  _ 

1978 

1977 

1976 

1975 

1974 

Revenues 

Income  before  taxes 

$5,081 

$6,372 

$1 ,966 

$1,703 

$1,966 

and  extraordinary  credit 

567 

578 

126 

106 

125 

Net  income 

270 

253 

61 

103 

125 

The  20%  decline  in  revenues  for  1978  as  compared  with  1977  was  attributable 
to  reduced  revenues  derived  from  hardware  components  in  turnkey  systems. 
Because  DAI  does  not  offer  a standard  turnkey  system,  hardware  revenue 
varies  with  each  contract.  In  1977  hardware  revenues  were  $3,193,503 
whereas  the  1978  figure  was  $555,155,  a decrease  of  $2,628,348. 

DAI  continues  to  strengthen  its  position  in  programming  and  systems  design. 


May  1979 

© 1979  by  INPUT,  Palo  Alto,  CA  94303.  Reproduction  Prohibited. 


INPUT 


COMPANY  HIGHLIGHT/DATA  ARCHITECTS,  INC. 


9 


Revenues  in  these  areas  in  1977  were  more  than  double  1976  figures  and 
grew  more  than  40%  in  1978  over  1977. 

Although  it  does  not  have  an  aggressive  marketing  program,  repeat 
business  and  referrals  have  maintained  and  increased  company  profita- 
bility over  the  last  two  years. 


KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  DAI's  revenues  is  generated  by  professional  services: 
management  consulting  in  data  processing  and  data  communications,  system 
feasibility  studies,  the  design,  management,  development  and  implementation 
of  interactive  computer  systems,  and  the  custom  design  and  installation  of 
turnkey  systems. 

Services  include  systems  design  for  EFTS  and  stock  transfers,  records 
conversion  for  law  enforcement  angencies,  scheduling  services  for 
maritime  agencies,  subscription  fulfillment  services,  and  EDP  audits. 

It  has  also  developed  hardware  systems  for  CATV  use  but  is  no  long 
involved  in  this  field. 

DAI  programs  for  large  and  small  computers  include  IBM,  Burroughs, 
Tandem,  Honeywell,  and  Digital  Equipment. 

• Consulting  services  have  included  financial  business  analyses  of  corporate 
organization,  systems  and  operations  for  more  than  50  major  clients. 


INDUSTRY  MARKETS 

• Forty  percent  of  DAI  revenues  are  derived  from  the  insurance  industry,  as 
shown  below: 


Insurance 

40% 

Banking  (including  EFTS) 

35 

Government  and  law  enforcement 

20 

Other  (transportation,  etc.) 

5 

100% 

• Clients  include:  Massachusetts  Mutual,  Occidental,  Prudential,  and  Mutual 

Benefit  Insurance  Companies;  Citibank,  N.A.,  First  National  Bank  of  Boston, 
Crocker  Bank;  the  U.S.  Maritime  Administration;  the  Commonwealth  of 
Massachusetts;  the  Federal  Bureau  of  Prisons;  and  the  Florida  Department  of 
Parole. 
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GEOGRAPHIC  MARKETS 

• Sixty  percent  of  DAI  revenues  are  derived  from  the  Northeastern  U.S.,  30% 
from  New  York,  and  10%  from  the  remainder  of  the  U.S.,  primarily  California. 
DAI  has  regional  offices  in  San  Francisco  and  New  York  City. 

• All  clients  are  located  in  the  U.S.;  however,  DAI  has  installed  one  turnkey 
minicomputer  system  in  England  for  a client  located  in  the  U.S. 


COMPUTER  HARDWARE  AND  SOFTWARE  DAI  has  no  in-house  hardware. 
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DATA  ARCHITECTS,  INC. 

460  Totten  Pond  Road 
Waltham,  Massachusetts  02154 
(617)  890-7730 


Martin  Cooperstein,  President  & Chairman 
Public  corporation 
Total  employees:  70* * 

Total  revenues,  fiscal  year  end  11/76: 


$2-3  million* 


COMPANY  BACKGROUND:  Data  Architects,  Inc.  (DAI)  was  founded  in  1968  as 

a professional  services  company  specializing  in  software  systems.  It 
has  recently  also  begun  offering  turnkey  minicomputer  systems. 


OVERALL  ASSESSMENT: 

• DAI  specializes  in  software  systems  for  approximately  22  clients  in 
a variety  of  industries,  primarily  insurance  and  banking.  It  claims 
to  have  successfully  combined  technical  expertise  and  a strong  user 
orientation.  Because  it  is  a contract  software  house,  its  strength 
lies  in  its  personnel. 

• In  an  effort  to  expand  its  offerings,  DAI,  in  1973,  acquired  a 25% 
equity  position  in  a small  data  processing  service  bureau.  The 
experiment  was  unsuccessful,  DAI  sold  its  interest  in  Allied  Data 
Services  Corporation  (now  defunct) , and  turned  to  turnkey  minicomputer 
systems.  The  company  has  installed  12  to  15  of  these  systems  which 
are  targeted  at  the  banking,  transportation,  and  law  enforcement 
industries.  By  1978,  these  systems  are  expected  to  generate  about  30% 
of  total  revenues. 

• DAI  is  also  working  to  strengthen  its  position  in  programming  and 
systems  design.  Although  it  does  not  have  an  aggressive  marketing 
program,  repeat  business  and  referrals  have  maintained  and  increased 
company  profitability  over  the  last  two  years.  Revenues  will  double 
in  1977,  rising  to  $3-$4  million. 

• Clients  include:  Massachusetts  Mutual,  Occidental,  Prudential  and 

Mutual  Benefit  Insurance  Companies;  the  U.S.  Maritime  Administration; 
the  Commonwealth  of  Massachusetts;  the  Federal  Bureau  of  Prisons; 
and  the  Florida  Department  of  Parole. 


KEY  PRODUCTS  AND  SERVICES: 

• Approximately  80%  of  DAI  revenues  are  generated  by  its  programming 
and  systems  design  work,  the  remainder  by  its  turnkey  minicomputer 
systems . 

*Estimate  by  Data  Architects,  Inc.  management 
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The  company  provides  software  services,  consulting,  and  EDP 
audits  for  insurance,  banking,  transportation,  and  government. 
Services  include  systems  design  for  EFTS  and  stock  transfers, 
records  conversion  for  law  enforcement  agencies,  scheduling 
services  for  maritime  agencies,  and  subscription  fulfillment 
services.  It  has  also  developed  hardware  systems  for  CATV 
use  but  is  no  longer  involved  in  this  field.  DAI  programs 
for  large  and  small  computers  include  IBM,  Burroughs, 
Honeywell,  and  Digital  Equipment. 

The  turnkey  minicomputer  system  is  based  on  the  DEC  PDP  11 
models  10  and  70.  Systems  are  modular  including  as  much 
training,  software,  installation,  and  conversion  as  desired 
by  the  client. 


APPLICATIONS : The  majority  of  DAI  applications  are  general  business- 

oriented.  Less  than  25%  are  specialty  applications  for  the  trans- 
portation and  law  enforcement  industries. 

INDUSTRY  MARKETS:  Forty  percent  of  DAI  revenues  are  derived  from  the 

insurance  industry,  as  shown  below: 


GEOGRAPHIC  MARKETS:  Sixty  percent  of  DAI  revenues  are  derived  from  the 

Northeastern  U.S.,  30%  from  New  England,  and  10%  from  the  remainder  of 
the  U.S.,  primarily  the  Pacific  states.  All  clients  are  located  in  the 
U.S.;  however,  DAI  has  installed  one  turnkey  minicomputer  system  in 
England  for  a client  located  in  the  U.S. 


COMPUTER  HARDWARE  AND  SOFTWARE:  DAI  has  no  in-house  hardware. 


Banking  (including  EFTS) 
Government  & law  enforcement 
Other  (transportation,  etc.) 


Insurance 


40% 

35% 

20% 

5% 
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COMPANY  PROFILE 


DATA  COMMUNICATIONS 
CORPORATION 

3000  Directors  Row 
Memphis,  TN  38131  -0403 
(901)  348-3400 


Norfleet  R.  Turner,  Chairman 
James  L.  Thorton,  President 
Private  Corporation 
Total  Employees:  45  (5/87) 
Total  Revenue,  Fiscal  Year  End 
12/31/86:  $5,000,000* 


THE  COMPANY 

• Data  Communications  Corporation  (DCC),  founded  in  1969,  currently  provides 
turnkey  systems  for  mortgage  loan  management  to  the  banking  and  finance 
industry. 

• In  December  1986  DCC  sold  its  Broadcast  Division  to  Jefferson-Pilot  Data 
Services.  Terms  of  the  sale  were  not  disclosed. 

The  Broadcast  division  provided  remote  computing  services  and  turnkey 
systems  to  radio  and  television  stations  or  their  national  sales 
representatives. 

The  division  had  approximately  250  employees  at  the  time  of  divesti- 
ture and  generated  an  estimated  $20  million  in  calendar  1986  revenue. 

• DCC's  total  1986  revenue  was  $25  million  and  includes  the  estimated  $20 
million  derived  from  its  Broadcast  Division.  INPUT  estimates  DCC's  1987 
revenue  from  continuing  operations  will  be  about  $6  million  due  to  the  loss  of 
revenue  from  its  broadcast  division. 

• Major  competitors  for  DCC's  mortgage  banking  automation  system  are 
Computer  Power,  Inc.  and  American  Automated. 

KEY  PRODUCTS  AND  SERVICES 

• Eighty  percent  ($20  million)  of  DCC's  1986  revenue  was  derived  from  proces- 
sing services  and  turnkey  systems  provided  by  its  Broadcast  Division  which 
was  subsequently  sold  in  December  1986.  The  remaining  20%  ($5  million)  of 
1986  revenue  was  derived  from  turnkey  operations  and  associated  support 
services  provided  to  the  mortgage  banking  industry  which  represents  the 
current  business  of  the  company. 

• DCC  provides  the  DCC  Mortgage  Loan  System,  a minicomputer-based  turnkey 
system  for  financial  intermediaries  in  loan  portfolio  management. 


*INPUT  estimate,  from  continuing  operations  only 


I of  3 
July  1987 


©1987  by  INPUT.  Reproduction  Prohibited. 


INPUT 


Designed  for  mortgage  bankers,  commercial  banks,  and  savings  and 
loans,  modules  include  Computerized  Loan  Origination  (CLO),  the 
Secondary  Marketing  System,  and  the  Servicing  System. 

. DCC's  Computerized  Loan  Origination  (CLO)  module  uses 

AT&T's  Mortgage  Line  software  to  handle  loan  originations. 
Mortgage  Line  operates  under  the  distributed  processing 
network  concept.  DCC's  CLO  module,  in  conjunction  with 
Mortgage  Line,  handles  pre-qualifying,  document  preparation 
verification  tracking,  report  generation,  and  closing. 

. DCC's  Secondary  Marketing  System  module  sorts  through 

portfolios  to  fulfill  contracts  and  commitments  on  demand. 
Reporting  features  of  this  module  include: 

Contract  commitment  reporting. 

Net  position  reporting. 

Loan  purchase  statements. 

MIDANET  loan  delivery. 

Projected  closings  and  analysis. 

Management  analysis  report. 

Producer  commission  calculations. 

Electronic  interface  with  computerized  loan  origination 
system. 

Discount  settlement  report— closing  discount  price  versus 
investor  price. 

Residential  production  analysis. 

Investor  loan  purchase  summary. 

DCC's  Servicing  module  is  designed  to  service  residential, 
construction,  and  land  loans  for  mortgage  bankers  of  all  sizes. 

This  module  offers  loan  servicing  on  a wide  range  of 
processors  from  desktop  systems  for  smaller  portfolios  to 
large  IBM  mainframes  for  portfolios  of  up  to  500,000 
loans. 

Features  include: 

. FNMA  laser  reporting. 

. Complete  GNMA/GNMA  II  reporting. 
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. MBS  and  CMO  reporting. 

. FNMA  pool  reporting. 

. Freddie  Mac  reporting. 

. Automated  escrow  analysis. 

. Comprehensive  collection  reporting. 

. ARMs,  GPMs,  and  buydowns. 

The  DCC  Mortgage  Loan  System  operates  on  Data  General 
ECLIPSE/RDOS  AOS;  IBM  4300,  9370,  and  33XX  series  computers  and 
compatibles,  and  AT&T  6300/7300/3B2  systems. 

Pricing  for  the  DCC  Mortgage  Loan  System  is  a one-time  fee  ranging 
from  $100,000  to  $250,000.  Leasing  starts  at  $1,900  per  month  and  up. 

There  are  51  systems  currently  installed. 

INDUSTRY  MARKETS 

• Eighty  percent  of  DCC's  1986  revenue  was  derived  from  services  provided  to 
the  broadcast  industry  and  the  other  20%  was  derived  from  banking  clients. 

• The  company's  current  target  market  and  exclusive  source  of  revenue  is  the 
mortgage  banking  industry. 

GEOGRAPHIC  MARKETS 

• Approximately  90%  of  DCC's  1986  revenue  was  derived  from  the  U.S.  The 
remaining  10%  was  derived  from  Europe,  the  U.K.,  and  Canada. 

• All  current  revenue  is  derived  from  the  U.S. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• DCC  maintains  one  data  center  in  Memphis.  Computer  hardware  used  for  the 
Mortgage  Banking  division  includes: 

Data  General  Desktop  Series. 

Data  General  Eclipse  Series. 

IBM  4361. 

Data  General  MV  2000. 

AT&T  3B2/400. 

AT&T  7300. 

AT&T  6300. 
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COMPANY  HIGHLIGHT 


DATA  COMMUNICATIONS 
CORPORATION 

3000  Directors  Row 
Memphis,  TN  38131 
(901)  345-3544 


Norfleet  R.  Turner,  Chairman 
James  L.  Thornton,  President 
Private  Corporation 
Total  Employees:  250 
Total  Revenue,  Fiscal  Year  End 
12/31/82:  $27,000,000 
Computer  Services  Revenue: 
$22,500,000* 


THE  COMPANY 

• Data  Communications  Corporation  (DCC),  founded  in  1969,  primarily  provides 
processing  services  and  turnkey  systems  to  the  broadcast  industry.  DCC  also 
markets  turnkey  systems  to  the  banking  and  medical  industries. 

• In  September  1982  DCC  sold  its  CYLIX  Communications  Network  to  RCA 
Corporation  for  approximately  $60  million. 

The  CYLIX  Communications  Network  operated  as  a division  of  DCC 
and  provided  a satellite-based,  high-speed,  nationwide  data  network  to 
DCC  customers  and  the  general  marketplace. 

The  division  had  150  employees  at  the  time  of  acquisition  and  gener- 
ated an  estimated  $6  million  in  calendar  1981  revenue. 

RCA  CYLIX  continues  to  serve  DCC  customers. 

• 1982  revenue  was  $27  million.  DCC  management  estimates  1983  revenue  will 
remain  at  $27  million  due  to  the  loss  of  revenue  from  CYLIX,  which  will  be 
compensated  by  increased  sales  in  the  Broadcast  Division. 

• DCC  is  organized  into  four  divisions  and  one  subsidiary  as  follows: 

Broadcast  Division  provides  remote  computing  services  and  turnkey 
systems  to  radio  and  television  stations  or  their  national  sales  repre- 
sentatives. 

Mortgage  Banking  Division  offers  a complete  turnkey  system  for  finan- 
cial intermediaries  with  modular  software  and  minicomputer  hardware. 

Data  Products  Division  markets  data  processing  and  word  processing 
forms,  supplies,  and  printing  services  for  business  and  industry. 


*INPUT  estimate 
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DATA  COMMUNICATIONS  CORPORATION 


DCC  International  supplies  minicomputer-based  turnkey  systems  for 
businesses  throughout  the  United  Kingdom  and  Europe. 

Florida  Medical  Systems,  Inc.,  founded  as  a subsidiary  in  1982,  provides 
turnkey  systems  for  practice  management  in  doctors'  offices  and 
clinics. 

• As  of  December  31,  1982,  DCC  had  approximately  250  employees.  As  of 
October  1983  the  number  of  employees  remained  at  250. 

• Major  competitors  for  DCC's  broadcasting  processing  services  and  turnkey 
systems  are  Jefferson  Data  Systems  and  Columbine  of  Golden  (CO).  Competi- 
tion comes  from  numerous  regional  companies  for  medical  turnkey  systems, 
and  from  Computer  Power  for  banking  turnkey  systems. 

KEY  PRODUCTS  AND  SERVICES 

• INPUT  estimates  DCC's  1982  revenue  was  derived  as  follows: 


Revenue 
($  millions) 

Percent 
of  Total 

Computer  services 
. Processing 
. Turnkey  systems 
. Software  products 

$16.0 

6.0 

0.5 

59% 

22 

_2 

Subtotal 

$22.5 

83% 

Noncomputer  services 
(CYLIX  and  Data  Products) 

4.5 

_I7 

Total 

$27.0 

100% 

The  Broadcast  Division  is  the  largest  group  within  DCC.  The  Division's 
Network  Control  System™  provides  remote  computing  services  and  Data 
General-based  turnkey  systems  to  the  broadcast  industry.  Services  and 

product  components  include  the  following: 

BIAS™' (Broadcast  Industry  Automation  System)  is  an  on-line  process- 
ing service  providing  sales,  traffic,  and  accounting  information  for 
television  and  radio  stations. 

. The  central  BIAS  data  base  provides  instant  access  for  adver- 
tising commercial  inventory  including  scheduling,  program  copy, 
spot  placement,  contract  information,  and  sales  projections. 

. Other  applications  include  accounts  payable  and  receivable, 
general  ledger,  financial  reporting,  media  inventory,  alternate 
schedules,  production  invoicing,  and  automatic  switching. 
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. Over  270  radio  and  television  stations  in  the  U.S.,  Canada,  and 
England  are  currently  using  the  BIAS  system.  Customer  expend- 
itures range  from  $30,000  to  $100,000  a year  depending  on  the 
size  and  business  volume  of  the  station. 

. DCC  management  estimates  that  over  50%  of  all  television 
spot-buy  advertising  dollars  currently  spent  in  the  U.S.  are 
processed  by  the  BIAS  system. 

. The  BIAS  Election  Central  System  is  no  longer  actively 
marketed. 

BUY  LINE™,  a computerized  television  and  radio  station  office  auto- 
mation service,  streamlines  the  flow  of  information  between  stations 
and  their  national  sales  representatives.  The  on-line  service  provides 
sales  information,  electronic  mail,  research  and  management  reporting 
capabilities,  and  an  electronic  contract  capability. 

DCC  also  offers  several  automated  systems  that  can  operate  as  stand- 
alone Data  General-based  turnkey  systems.  Additional  capabilities  are 
available  for  interfacing  the  systems  with  the  BIA$  processing 
service.  Turnkey  systems  pricing  ranges  from  $75,000  to  $200,000. 

. Master  Control  Automation™-  (MCA),  introduced  in  1981, 
automates  on-air  operations.  Operations  include  switcher 
controls,  material  identification,  machine  controls  and  delega- 
tion, FCC  log,  and  media  pull  lists.  There  are  two  MCA  systems 
installed. 

. Feature  Film™  , introduced  in  1981,  is  a film  inventory  and 
amortization  system.  Feature  Film  automatically  retrieves  film 
selection,  plans  the  master  schedule,  updates  the  film's  history 
after  it  is  aired,  and  maintains  all  financial  information.  There 
are  12  systems  installed. 

. Newsroom  Management  System™  , introduced  in  1983,  super- 
vises the  newsgathering  process.  The  system  manages  informa- 
tion on  future/feature  files,  newscast  lineup/rundown,  parts 
inventory,  equipment  maintenance  history,  and  scheduling. 

. Other  applications  for  standalone  turnkey  systems  for  the  broad- 
cast industry  include  accounts  payable/general  ledger,  payroll, 
personnel,  corporate  reporting,  and  word  processing. 

• The  CYLIX  Communications  Network  was  originally  developed  for  radio  and 
television  stations  throughout  North  America  using  the  BIAS  system.  In  1976, 
DCC  consolidated  its  data  communications  services  into  a separate  division 
and  began  offering  services  to  outside  organizations.  In  September  1982  the 
CYLIX  division  was  sold  to  RCA  Corporation  and  became  RCA  CYLIX.  RCA 
CYLIX  continues  to  provide  data  communications  services  to  DCC's  BIAS 
customers. 
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• The  Mortgage  Banking  Division  provides  the  Mortgage  Banking  Information 
Management  System,  a minicomputer-based  turnkey  system  for  financial 
intermediaries  in  loan  portfolio  management. 

Designed  for  mortgage  bankers,  commercial  banks,  and  savings  and 
loans,  modules  include  loan  servicing,  pipeline  warehousing,  construc- 
tion loans,  and  general  accounting.  New  government  instruments  are 
automatically  updated  for  the  customer. 

Specific  applications  include: 

. Warehousing. 

. On-line  cash  receipt  processing. 

. On-line  disbursement  processing. 

. Cash  book  management. 

. Investor  reports. 

. FNMA  AES  reporting. 

. GNMA  pool  reporting. 

. Pool  advance  and  recovery  daily. 

. Government  subsidy  processing. 

. Lock  box  processing. 

. Automatic  interface  with  taxing  authorities. 

. Escrow  analysis  on  demand. 

. Delinquency  reporting. 

. Assumption/payoff  statements. 

. Amortization  schedules. 

. History  ledgers. 

. Voluntary  insurance  reporting. 

. General  ledger. 

. Accounts  payable. 

. Accounts  receivable. 

. Budgeting. 

. Financial  statements. 

. Cost  accounting. 

. Labor  distribution. 

. Payroll. 

. Personnel. 

The  system,  which  operates  on  Data  General  NOVA  or  ECLIPSE 
computers,  ranges  in  price  from  $75,000  to  over  $200,000.  There  are 
currently  15  systems  installed. 

• DCC's  Florida  Medical  Systems,  Inc.  subsidiary  provides  the  Medical  Solution 
System  (MSS),  a health-care  practice  management  turnkey  system. 

Applications  include: 

. Patient  scheduling. 

. Accounts  receivable. 

. Insurance  claims. 
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. Practice  and  financial  management  summaries. 

. Clinical  analysis. 

. Word  processing. 

. A communications  link  to  insurance  carriers  or  interoffice 

locations. 

The  system  uses  Data  General  MICRONOVA,  NOVA,  and  ECLIPSE 
computers. 

Prices  range  from  $25,000  to  $100,000.  There  are  over  10  systems 
installed. 

• In  early  1982  DCC  phased  out  the  U.S.  operations  of  its  Minicomputer 
Division,  which  marketed  the  UNIQUE  line  of  cross-industry  financial  turnkey 
systems.  DCC  continues  to  use  the  software,  integrating  it  into  the  turnkey 
systems  it  markets  to  the  broadcast,  mortgage  banking,  and  medical  industries 
in  the  U.S. 

The  software  includes: 

. Systems  software  for  transaction,  remote,  and  distributed 
processing;  networking;  and  communications. 

. Applications  software  for  general  ledger,  accounts  payable, 
accounts  receivable,  payroll,  personnel,  and  word  processing. 

The  products  were  also  formerly  available  for  sale  as  separate  software 
packages  and  generated  less  than  2%  of  1982  revenue.  DCC  no  longer 
markets  the  packages  separately. 

• DCC  International  primarily  markets  the  financial  turnkey  systems  products 
of  the  former  Minicomputer  Division  in  Europe. 

• The  Data  Products  Division  markets  computer  supplies  and  a variety  of  print- 
ing services. 

INDUSTRY  MARKETS 

• The  majority  of  DCC's  1982  revenue  was  derived  from  the  broadcast 
industry.  A small  portion  was  derived  from  banking  and  medical  industry 
clients. 

GEOGRAPHIC  MARKETS 

• Approximately  90%  of  DCC's  1982  revenue  was  derived  from  the  U.S.  The 
remaining  10%  was  derived  from  Europe  and  the  United  Kingdom. 
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• Divisional/subsidiary  headquarters  locations  are  as  follows: 

Memphis  (TN):  Broadcast,  Mortgage  Banking,  and  Data  Products 

Divisions. 

London:  DCC  International. 

Clearwater  (FL):  Florida  Medical  Systems,  Inc. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• DCC  maintains  one  data  center  in  Memphis.  Computer  hardware  used  for  the 
Broadcast  Division  includes: 

2 Burroughs  6700  B$,  ESPOL. 

2 Burroughs  7700  Bs,  ESPOL. 

• Access  to  the  network  is  through  RCA  CYLIX. 
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DATA  COMMUNICATIONS 
CORPORATION 

3000  Directors  Row 
Memphis,  TN  38131 
(901)  345-3544 


Norfleet  R.  Turner,  Chairman 
James  L.  Thornton,  President 
Private  Corporation 
Total  Employees:  400 
Total  Revenues,  Fiscal  Year  End 


12/31/80:  $27,000,000 


THE  COMPANY 


• Data  Communications  Corporation  (DCC)  was  formed  in  1969  by  former 
employees  of  the  First  National  Bank  of  Memphis  and  the  Burroughs 
Corporation.  The  original  purpose  of  the  company  was  to  design  and  market 
an  automated  management  system  to  handle  the  advertisement,  scheduling  and 
billing  operations  of  the  broadcast  industry.  DCC  has  since  expanded  its 
services  to  offering  data  communications  services,  selling  minicomputer  and 
turnkey  products,  and  marketing  software  products. 

• DCC  reported  revenues  of  $27  million  in  1980,  a 21%  increase  over  1979 
revenues  of  $22.9  million.  DCC's  compounded  growth  rate  has  averaged  29.5% 
for  the  last  five  years.  Following,  is  a five-year  financial  summary: 


DCC 

($  Thousands) 


— ---~____^_nSCAL  YEAR 
ITEM 

1980 

1979 

1978 

1977 

1976 

Revenues 
Percent  increase 

$27.0 

$22.4 

$16.2 

$12.4 

$9.6 

from  previous  year 

21% 

38% 

30% 

29% 

36% 

DCC  has  evolved  into  seven  operating  divisions,  all  of  which  provide  infor- 
mation processing  and  data  communication  services.  The  company  is 
organized  as  follows: 


Broadcast  Division  provides  remote  computing  services  and  markets 
turnkey  systems  to  radio  and  television  stations  or  their  national  sales 
representatives. 

Cylix  Communications  Network  offers  a high  speed,  nationwide  network 
for  users  with  dispersed  central  processing  units  and  terminals. 

Minicomputer  Division  markets  software  systems  with  Data  General 
hardware  for  numerous  applications  in  the  data  management  and 
information  processing  fields. 
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Mortgage  Banking  Division  offers  a complete  turnkey  system  for 
financial  intermediaries  with  modular  software  and  minicomputer 
hardware. 

Data  Products  Division  markets  data  processing  and  word  processing 
forms,  supplies  and  printing  services  for  business  and  industry. 

DCC  International  supplies  software  for  minicomputer-based  systems 
for  businesses  throughout  the  United  Kingdom  and  Europe. 

DCC  SARL  provides  the  same  services  as  DCC  International  in  France 
and  Southern  Europe. 

• Major  competitors  for  its  broadcasting  services  are  Jefferson  Data  Systems 
and  Columbine.  The  Minicomputer  Division  competes  with  many  third-party 
OEM  vendors  and  hardware  companies  such  as  IBM,  Honeywell  and  DEC. 
Competition  for  data  communications  services  comes  from  Tymnet,  Telenet 
and  AT&T. 


KEY  PRODUCTS  AND  SERVICES 

• The  Broadcast  Division  is  the  largest  group  within  DCC.  It  provides  remote 
computing  services  to  the  broadcast  industry  through  the  Broadcast  Industry 
Automation  System  (BIAS™).  The  BIAS  system  serves  the  industry  by 
providing  continuous  and  immediate  input  and  retrieval  of  information  that 
tracks  advertising  sales,  accounts  receivables  and  scheduling  functions  of  radio 
and  television  stations. 

Applications  performed  by  BIAS  include: 

. Sales  scheduling. 

. Scheduling  of  spot  advertising. 

. Accounts  payable. 

. Accounts  receivable. 

. General  ledger. 

. Commercial  inventory. 

. Automatic  switching. 

. Financial  reporting. 

There  are  approximately  270  radio  and  television  stations  in  the  U.S., 
Canada  and  England  currently  using  the  BIAS  system.  Customer 
expenditures  range  from  $30,000  to  $100,000  a year  depending  on  the 
size  and  business  volume  of  the  station. 

DCC  management  estimates  that  approximately  40%  of  all  television 
spot-buy  advertising  dollars  currently  spent  in  the  U.S.  are  processed  by 
the  BIAS  system. 
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In  January  1980,  DCC  introduced  a computerized  station  office  auto- 
mation system,  called  BUY  LINE™ , to  streamline  the  flow  of  informa- 
tion between  stations  and  their  national  sales  representatives.  The  on- 
line service  provides  sales  information,  electronic  mail,  on-line 
research  and  management  reporting  capabilities,  and  an  electronic 
contract  capability. 

The  Broadcast  Division  also  offers  the  BIAS  Election  Central  System 
for  tabulating  returns  of  state  and  local  elections.  Capabilities  of  the 
election  system  include: 


Validation  of  candidates,  wards  and  precincts,  and  registered 
voters. 

Precincts  reporting  and  percentage. 

Candidates  names,  votes,  and  percent  of  vote. 

On-line  auditing. 


o The  Cylix  Communications  Network  was  originally  developed  for  the  more 
than  250  television  stations  throughout  North  America  which  use  the  BIAS 
system.  In  1976,  DCC  consolidated  its  data  communications  services  into  a 
separate  division  (originally  called  the  Datacom  Company)  and  began  offering 
services  to  outside  organizations.  More  than  $64  million  will  be  invested  by 
1983  to  construct  satellite  transmission  facilities  to  enhance  the  existing 
65,000  miles  of  leased  telephone  lines  in  the  Cylix  network. 


The  satellite  upgrade  of  the  network  will  involve  construction  of  two 
4.6  meter  transmit/receive  earth  stations  in  more  than  100  cities,  plus 
two  10  meter  stations  at  the  Cylix  central  facility  in  Memphis.  The 
central  facility  was  completed  in  January  1981,  and  approximately  30 
earth  stations  will  be  in  place  by  December  1981.  Twenty-five  percent 
of  one  of  the  transponders  of  the  Western  Union  WESTAR  III  satellite 
has  been  leased  by  Cylix. 


In  1981,  Cylix  will  introduce  software  to  allow  IBM  3270  or  3270- 
compatible  interactive  display  terminal  products  to  communicate  via 
the  Cylix  network.  Additional  software,  scheduled  for  introduction  in 
1981,  will  make  Cylix  compatible  with  the  international  network 
standard,  X.25. 


At  the  end  of  1983,  DCC  expects  Cylix  to  be  the  world's  largest 
privately-held  communications  network. 

Funding  for  the  development  of  the  satellite  network  is  being  financed 
by  DCC  and  two  outside  investors,  Scripps-Howard  Broadcasting 
Company  and  Storer  Broadcasting  Co.  The  outside  investors  will 
eventually  own  45%  of  Cylix. 


Cylix  is  designed  especially  for  transaction-driven  applications  such  as 
data  collection,  order  entry  or  inventory  control,  which  require  reliable, 
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high-speed  communication  between  terminals  and  computers,  or  among 
computers. 

• DCC's  Minicomputer  Division,  formed  in  July  1975,  is  its  second  largest 
division.  Originally  established  to  market  a variety  of  minicomputer-based 
hardware/software  systems,  the  initial  product  line  was  replaced  in  1976  with 
DCC's  UNIQUE™  System. 

UNIQUE  systems  are  a combination  of  low  cost,  modular  minicomputer 
hardware  and  flexible  software.  More  than  500  systems  have  been 
installed  or  contracted  for  in  a variety  of  applications.  Customers 
include  hospitals,  warehouse  distributors,  prisons,  investment 
companies,  service  bureaus,  airfreight  lines  and  insurance  companies. 

Operational  on  Data  General  ECLIPSE,  NOVA  and  micro-NOVA  mini- 
computers, the  UNIQUE  system  family  includes: 

. Data  Collection  System:  a standalone  system  especially 

designed  for  high-volume  data  entry,  verification  and  trans- 
mission. 

. Transaction  Processing  System:  with  its  multitasking,  multi- 

process control  structure  and  with  multiterminal  operations,  TPS 
is  a flexible  system  designed  for  standalone,  on-line  business 
data  processing  applications. 

. Transaction  Network  Architecture:  permits  the  construction  of 
a communications  network  of  minicomputers  and  software  in  a 
distributed  data  processing  environment.  Both  leased  line  and 
packet  switching  communications  are  supported. 

. Distributed  Processing  System:  provides  for  dispersed,  yet 

shared,  data  bases,  as  well  as  interactive  communications 
between  minicomputers  and  mainframes. 

. Remote  Terminal  System:  interacts  remote  terminals  in  a 

clustered  controller  environment. 

. The  Financials:  designed  specifically  to  allow  on-line  access  to 
financial  data.  The  system  includes  payroll,  accounts  payable/ 
receivable,  general  ledger  and  personnel  systems. 

. Word  Processing:  performed  concurrently  with  other  UNIQUE 

systems  on  the  same  minicomputer. 

Price  of  UNIQUE  systems  range  between  $20,000  to  $100,000.  DCC 
also  sells  the  UNIQUE  software  separately. 

The  Minicomputer  Division  has  doubled  its  customer  base  each  year 
since  its  founding  and  expects  this  growth  to  continue. 
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The  Mortgage  Banking  Division  was  established  as  a result  of  a joint  project 
between  DCC  and  Boyle  Investment  Company  of  Memphis  to  develop  a turnkey 
system  for  financial  intermediaries. 

Called  the  Mortgage  Banking  Information  Management  System,  the 
basic  system  includes: 

. Loan  servicing. 

. Construction  loan. 

. Pipeline/warehousing. 

. General  accounting  and  administration. 

. Word  processing. 

Sold  as  a turnkey  system  or  as  individual  software  packages,  the  system 
operates  on  Data  General  NOVA  or  ECLIPSE  computers.  About  ten 
systems  are  currently  installed  and  five  more  are  scheduled  for 
installation  by  year  end.  Price  of  a system  ranges  between  $75,000  and 
$150,000. 

The  Data  Products  Division  was  established  in  1976  to  market  continuous  stock 
forms,  snap-out  forms,  envelopes,  printer  ribbons  and  associated  printing 
supplies. 

In  1981,  the  Data  Products  Division  began  marketing  a micro/mini- 
based  system  for  physicians.  Called  STAR*MED,  the  new  system  will 
eventually  be  tied  to  the  Cylix  network  to  provide  access  to  informa- 
tion such  as  insurance  and  Medicare/Medicaid  data.  Price  of  the 
system  ranges  between  $20,000  and  $50,000. 

DCC  International  primarily  markets  the  products  of  the  Minicomputer 
Division  overseas.  All  UNIQUE  systems  are  sold  overseas. 

DCC  SARL,  formed  in  1980,  offers  a line  of  small  business  systems,  with  most 
of  its  customers  in  France. 


INDUSTRY  MARKETS  DCC's  major  industry  markets  are  in  broadcasting,  banking, 
education,  manufacturing,  wholesale  and  retail  distribution,  and  hospitals. 


GEOGRAPHIC  CONCENTRATION 

• Approximately  85%  of  DCC's  revenues  are  derived  from  the  U.S.  and  15% 
from  international  sales. 

• DCC  maintains  sales  offices  in  New  York,  Philadelphia,  Boston,  Chicago, 
Detroit,  Cleveland,  Dallas,  Denver,  Los  Angeles,  London  and  Paris. 
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COMPUTER  HARDWARE  AND  SOFTWARE 

• DCC  maintains  one  data  center  in  Memphis.  Computer  hardware  used  for  the 
Broadcast  Division  consist  of: 

Burroughs  6700B  triple  processor. 

Burroughs  7700B  dual  processor. 

Burroughs  6700B  triple  processor. 

Honeywell  HIS  MULTICS  68/80  triple  processor. 

• Access  to  the  network  is  through  Cylix,  a private  communications  network 
consisting  of  leased  lines  and  satellite  technology. 
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DATA  COMMUNICATIONS 
CORPORATION 

3000  Directors  Row 
Memphis,  TN  38131 
(90 1 ) 345-3544 


James  L.  Thornton,  President 
Private  Corporation 
Total  Employees:  240 
Total  Revenues,  Fiscal  Year  End 
12/31/78:  $1  2 million* 


THE  COMPANY 

• Data  Communications  Corporation  (DCC)  was  formed  in  1969  by  Norfleet 
Turner  (now  Chairman  of  the  Board)  and  a small  group  of  former  employees 
from  the  First  National  Bank  of  Memphis  and  the  Burroughs  Corporation.  The 
major  objective  of  the  newly  formed  company  was  to  automate  advertisement, 
scheduling,  and  billing  operations  for  the  broadcast  industry. 

• Providing  service  to  the  broadcast  industry  is  still  DCC's  primary  business. 
The  company  has  expanded  its  base,  however,  to  include  the  operation  of  a 
data  communications  network,  the  sale  of  minicomputers  and  a turnkey 
system,  and  the  marketing  of  software  products. 

• INPUT  estimates  DCC's  revenues  were  approximately  $12  million  in  1978. 
Management  states  the  company  is  profitable. 

• The  company  is  organized  as  follows: 

Broadcast  Division:  operates  a remote  computing  service  for  the 

broadcast  industry. 

Datacom  Company:  a wholly  owned  subsidiary  which  operates  a data 
communications  network. 

Minicomputer  Division:  minicomputer  and  software  sales. 

DCC  International:  European  sales  organization  primarily  for  the 

Minicomputer  Division. 

Dataform:  sells  continuous  business  forms  and  data  processing  supplies 
primarily  to  DCC  customers. 

• With  the  exception  of  DCC  International,  all  marketing,  product  development, 
and  customer  support  is  handled  from  DCC's  headquarters  location.  DCC  has 
eight  distributor  arrangements  in  other  locations. 
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KEY  PRODUCTS  AND  SERVICES 

• The  Broadcast  Division  is  the  largest  group  within  DCC.  It  provides  remote 
computing  services  to  the  broadcast  industry  through  the  Broadcast  Industry 
Automation  System  (BIAS). 

Applications  performed  by  BIAS  include: 

. Sales  scheduling. 

. Scheduling  of  spot  advertising. 

. Accounts  payable. 

. Accounts  receivable. 

. General  ledger. 

There  are  approximately  240  radio  and  television  stations  in  the  U.S. 
and  Canada  currently  using  the  BIAS  system.  Customer  expenditures 
range  from  $30,000  to  $100,000  a year  depending  on  the  size  and 
business  volume  of  the  station. 

DCC  management  estimates  that  approximately  55%  of  all  television 
spot-buy  advertising  dollars  currently  spent  in  the  U.S.  are  processed  by 
the  BIAS  system. 

The  Broadcast  Division  also  offers  the  BIAS  Election  Central  System 
for  tabulating  returns  in  state  and  local  elections.  Capabilities  of  the 
election  system  include: 

. Validation  of  candidates,  wards  and  precincts,  and  registered 
voters. 

. Precincts  reporting  and  percentage. 

. Candidates  names,  votes,  and  percent  of  vote. 

. On-line  auditing. 

• The  Datacom  Company  was  originally  formed  to  provide  data  communication 
network  services  for  the  BIAS  System.  It  has  subsequently  been  established  as 
a wholly  owned  subsidiary  of  DCC  and  now  provides  communication  services  to 
outside  organizations. 

Datacom's  data  transmission  service  maintains  55,000  miles  of  leased 
high-speed  telephone  lines  which  link  remote  minicomputers  in  150  U.S. 
and  Canadian  cities  to  DCC's  central  computer  in  Memphis. 

Datacom's  major  competitors  are  TYMNET,  TELENET,  and  AT&T. 

• DCC's  Minicomputer  Division,  formed  in  July  1975,  is  the  second  largest 
division.  Originally  established  to  market  a variety  of  minicomputer-based 
hardware/software  systems,  the  initial  product  line  was  replaced  in  1976  with 
DCC's  UNIQUE  System. 

UNIQUE  is  the  outgrowth  of  a product  developed  by  Interactive 
Systems  Technology  of  Dallas  called  Advanced  Interactive  Data  Entry 
(AIDE).  Interactive  Systems  was  purchased  by  DCC  in  July  1976  and 
merged  into  the  Minicomputer  Division. 

The  UNIQUE  system  is  a total  operating  environment  for  Data  General 
ECLIPSE,  NOVA,  and  micro-NOVA  minicomputers.  Modules  available 
include: 
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. Data  Collection  System. 

. Distributed  Processing  System. 

. Transaction  Processing. 

. Remote  Terminal  System. 

. Transaction  Network  Architecture. 

. Financial  products  (payroll,  general  ledger,  accounts  payable, 

accounts  receivable,  and  personnel). 

The  Transaction  Network  Architecture  was  introduced  in  1979.  Its 
software  is  similar  to  IBM's  SNA  with  the  exception  that  it  will  support 
minicomputers  at  every  location.  A large  central  mainframe  to  control 
the  communication  activities  is  not  required. 

DCC  also  sells  the  UNIQUE  software  separately. 

In  1978,  DCC  announced  an  interactive  Mortgage  Loan  Service  System 
which  is  sold  as  a turnkey  system  or  as  a software  package.  The  basic 
system  includes: 

. Personnel,  payroll,  and  general  ledger. 

. Accounts  payable  and  receivable. 

. Warehouse  reporting. 

. Cash  receipt  and  disbursement. 

. Government  subsidy. 

. Investor  reporting  (FNMA  and  GNMA). 

. Escrow  analysis. 

As  a turnkey  package,  Mortgage  Loan  costs  $ I 39,000  for  the  hardware, 
$75,000  for  software,  and  has  a $20,000  installation  fee.  It  includes  a 
Data  General  ECLIPSE  System/250  minicomputer  with  100  to  3,200 
megabytes  of  disk  storage  and  supports  up  to  64  CRT  terminals  and 
printers.  Four  systems  have  been  sold  since  its  introduction.  DCC 
markets  the  system  to  institutions  processing  7,000  or  more  loan 
accounts. 

As  a software  product,  the  mortgage  system  starts  at  $75,000  and 
increases  as  modules  are  added.  Forty-seven  basic  packages  and  25 
modules  have  been  sold  to  date.  The  system  operates  on  any  model  of 
Data  General  equipment. 

• DCC  International  primarily  markets  the  products  of  the  Minicomputer 
Division  and  provides  some  marketing  support  for  the  Broadcast  Division. 

• Dataform  Division  was  established  in  1976  to  provide  continuous  stock  forms, 
snap-out  forms,  envelopes,  printer  ribbons,  and  associated  printing  supplies 
primarily  to  DCC's  BIAS  customers. 


INDUSTRY  MARKETS  DCC's  major  industry  markets  are  in  broadcasting,  banking, 
education,  manufacturing,  wholesale  and  retail  distribution,  and  hospitals. 


GEOGRAPHIC  CONCENTRATION  Approximately  80%  of  DCC's  revenues  are 
derived  from  the  U.S.  and  20%  from  international  sales. 
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COMPUTER  HARDWARE  AND  SOFTWARE 

• DCC  maintains  one  data  center  in  Memphis.  Computer  hardware  used  for  its 
network  service  consists  of: 

Burroughs  6700B  single  processor. 

Burroughs  7700B  dual  processor. 

Burroughs  6700B  triple  processor. 

Honeywell  HIS  MULTICS  68/80  triple  processor. 


"i 


4 of  4 

September  1979 


© 1979  by  INPUT,  Palo  Alto,  CA  94303.  Reproduction  Prohibited. 


INPUT 


COMPANY  BRIEF 


Primary  Industry-Specific  Market:  Telecommunications 


Datacomp  Corporation 

925  Chester  Street 
Philadelphia,  PA  19107 
(215)  627-2400 

CEO:  Joe  D'Angelo,  President 
Subsidiary  of  the  Grantz  Group 
Founded:  1971 

Employees:  400 

Revenue  (FYE  12/31/85):  $16.2  million 


The  Company: 

Datacomp  is  a subsidiary  of  the  Grantz  Group,  which  includes  Data  National, 
Dataserv,  and  TechSouth  corporations. 

The  company  provides  processing  services  and  software  for  telephone 
companies,  primarily  for  data  base  management,  photocomposition,  and 
display  ad  composition  associated  with  white  and  yellow  page  directories. 

Datacomp  also  writes  custom  software  for  telephone  companies,  provides 
training,  and  produces  turnkey  systems  for  small  independent  publishing 
companies.  The  company  is  also  involved  in  direct  mail  and  telemarketing 
with  list  management  services. 

Sources  of  Revenue: 

Processing  Services  (90%) 

Application  Software  (5%) 

Professional  Services,  primarily  software  development  (5%) 

Key  Products  and  Services: 

Specific  software  products,  designed  for  DEC  computers,  include: 

. Datatrac,  a data  base  management  and  service  order  processing 

system. 

. Page-Graphix  for  page  composition. 

. Contrac,  supports  contract  and  sales  management  by  directory 

publishers. 

The  company  has  introduced  The  Yellow  Pager,  a new  toll-free  directory 
assistance  service  available  in  the  Princeton  (NJ)  area  that  is  supported  by 
advertisers. 
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DATA  COMPUTER  CENTER,  INC. 

204  Northeast  5th  Street 
P.O.  Box  789 
Fort  Worth,  TX  76101 
(817)  332-1971 


l 

Leo  Curran,  Vice  President 
Wholly  owned  subsidiary  of  Texas 
Refinery  Corp. 

Total  employees:  35 
Total  revenues  fiscal  year  end 
10/31/77:  $ 1 ,400,000* 
Non-captive  revenues: 

$600,000* 


THE  COMPANY 

• Data  Computer  Center,  Inc.  (DCC)  was  incorporated  in  Maryland  during  1967. 
Batch  processing  services,  its  initial  business,  remains  its  principal  business 
today. 

• Revenues  for  fiscal  1978  are  expected  to  reach  $1.6  million*,  an  increase  of 
14%  over  fiscal  1977  revenues  of  $1.4  million.* 

Approximately  60%  of  fiscal  1977  revenues  were  generated  by  the 
parent  company,  also  a private  corporation. 

Management  claims  that  about  40%  of  fiscal  1977  revenues  were 
expended  for  research  and  development. 

• Employees  are  distributed  as  follows: 


Marketing/sales  5 

Software  services  and  customer  support  6 

Computer  operations  (includes  15  in  data  entry 
and  7 in  computer  operations  2 I 

General  and  administrative  3 


35  people 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  DCC's  commercial  revenues  for  fiscal  1977  were 
generated  by  processing  services. 

All  processing  services  are  performed  in  the  batch  mode. 

All  non-captive  processing  services  consist  of  general  business  appli- 
cations, such  as  accounts  payable  and  accounts  receivable. 

Users  of  processing  services  include  hospitals,  accountants,  and 
charities  such  as  United  Way. 


* INPUT  estimate 
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• Captive  revenues  are  generated  through  both  professional  and  processing 
services  performed  for  the  parent  company. 


APPLICATIONS  All  non-captive  processing  services  revenues  are  generated  by 
general  business  applications. 


INDUSTRY  MARKETS  The  majority  of  DCC's  revenues  were  derived  from  process 
manufacturers,  as  shown  below: 


Process  manufacturing  (oil  and  gas  exploration  90% 

includes  captive  revenues) 

Hospitals  5 

Business  services  (such  as  accountants)  3 

Other  (such  as  charities)  2 


100% 


GEOGRAPHIC  MARKETS  All  of  DCC's  customers  are  located  in  Texas,  within  a 20 
mile  radius  of  Fort  Worth. 


COMPUTER  HARDWARE  AND  SOFTWARE  Processing  services  are  performed  on  a 
Honeywell  1250  CPU  running  under  OS  2000. 
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DATA  DESIGN  ASSOCIATES,  INC 

1279  Oakmead  Parkway 
Sunnyvale,  CA  94086 
(408)  730-0100 


David  D.  Lowry,  President 
Private  Corporation 
Total  Employees:  I 12 
Total  Revenue,  Fiscal  Year  End 
3/31/87:  $16,140,000 


THE  COMPANY 

* Design  Associates,  Inc.,  founded  in  1973  by  David  Lowry,  develops  and 
markets  software  products  for  fixed  asset  accounting,  accounts  payable/pur- 
chasing, general  ledger  financial  control,  and  project  accounting. 

• Fiscal  1987  revenue  reached  $16.1  million,  a 28%  increase  over  fiscal  1986 
revenue  of  $12.6  million.  Net  income  was  $2.1  million,  a 31%  increase  over 
net  income  of  $1.6  million  for  the  previous  year.  A five-year  financial  sum- 
mary follows: 


DATA  DESIGN  ASSOCIATES 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


~~~  --^FISCAL  YEAR 

ITEM 

3/87 

3/86 

3/85 

3/84 

3/83 

Revenue 

. Percent  increase 

$ 

16,140 

$ 

12,610 

$ 

1 0,76 1 

$ 

7,022 

$ 5,179 

from  previous  year 

28% 

17% 

53% 

36% 

22% 

Income  before  taxes 
. Percent  increase 
(decrease)  from 

$ 

3,556 

$ 

2,808 

$ 

2,182 

$ 

1,606 

$ 1,360 

previous  year 

27% 

29% 

36% 

18% 

(8%) 

Net  income 
. Percent  increase 
(decrease)  from 

$ 

2,069 

$ 

1,575 

$ 

1,271 

$ 

1,004 

$ 849 

previous  year 

31% 

24% 

27% 

18% 

(2%) 

More  than  90%  of  the  company's  employees  are  shareholders. 


Data  Design  currently  has  115  employees,  segmented  approximately  as 
follows: 
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Marketing/sales 

32 

Customer  support 

3 6 

Research  and  development 

36 

Administrative/finance 

1 1 
115 

• Major  competitors  include  Management  Science  America,  McCormack  & 
Dodge  (Dun  & Bradstreet),  Computer  Associates  (Software  International  and 
UCCEL),  and  Walker  Interactive  Products. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  96%  of  Data  Design  Associates'  fiscal  1987  revenue  was 
derived  from  application  software  products  and  associated  support  services 
and  4%  was  derived  from  consulting  professional  services. 

• A two-year  summary  of  source  of  revenue  follows  ($  thousands): 


FISCAL  YEAR 

3/87 

3/86 

ITEM 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Software  products 

$10,679 

66% 

$8,488 

67% 

Software  maintenance 

4,825 

30 

3,454 

27 

Professional  services 

636 

4 

668 

5 

Total 

$16,140 

100% 

$12,610 

100% 

The  Fixed  Asset,  Accounts  Payable/Purchasing,  General  Ledger,  and  Project 
Accounting  systems  are  written  in  ANSI  COBOL  and  run  primarily  on  IBM 
mainframes.  The  products  are  on-line,  real  time. 


The  Fixed  Asset  Accounting  System  (with  ACRS  and  TEFRA),  introduced  in 
1974,  controls  depreciation  expenses,  completes  required  tax  forms,  and 
manages  corporate  property. 

Features  include: 


Multi-company  processing. 

All  methods  for  depreciation  projection. 

Four  independent  ledgers  for  corporate,  federal,  and  state  tax 
reporting. 

Partial  retirements. 

Single,  partial,  and  mass  asset  transfers. 

Investment  tax  credit  and  energy  credit  calculations. 
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, Gain/loss  calculations  at  retirement. 

. Maintenance  data. 

. Leased  asset  data. 

. User  defined  reports. 

Optional  modules  include: 

. On-line  entry  and  inquiry. 

. Generalized  Report  Writer  (GRW)  for  customized  reports. 

. Advanced  ADR  capability  for  calculating  depreciation. 

. FASB-33  Inflation  Accounting. 

. FASB-13  Reporting. 

. Extended  General  Ledger  interface. 

. DD-LINK  allows  users  to  download  data  to  a microcomputer. 

Perpetual  license  fees  range  from  $40,000  to  $95,500,  depending  on 
options  chosen  and  hardware  used. 

There  are  over  400  installations  of  the  Fixed  Accounting  System. 
Customers  include  Adolph  Coors  Company,  Advanced  Micro  Devices, 
Aluminum  Company  of  America,  Amdahl  Corporation,  Apple  Compu- 
ter, Charter  Medical  Corporation,  Coca-Cola  Bottling  Company,  Gen- 
eral Electric,  Greyhound  Corporation,  May  Company  Department 
Stores,  Mellon  Bank,  The  Pillsbury  Company,  Reynolds  Metals  Com- 
pany, State  of  New  York,  and  Toys  "R"  Us. 

The  Accounts  Payable/Purchasing  System,  introduced  in  I 976,  is  a system  for 
the  management  of  purchasing,  receiving,  and  paying. 

Features  include: 

. Multi-company  processing. 

. Cash  management  and  invoice  payment  control. 

. Edits  and  balancing  controls  for  payments  and  accounting 
entries. 

• User-defined  reporting. 

. Interfaces  to  general  ledger,  cost  accounting,  and  inventory. 

. Employee  expense  tracking. 

. Use  tax  calculating  and  posting. 

Optional  modules  include: 

. EDI,  Electronic  Data  Interchange. 

. The  Purchase  Control  Module  allows  for  two-  and  three-way 

match  between  invoice,  purchase  order,  and  receiving  informa- 
tion. In  addition,  purchasing  users  have  the  ability  to: 

Process  and  track  purchase  requisitions. 

Print  purchase  and  change  orders. 


3 of  5 

January  1988 


© 1988  by  INPUT.  Reproduction  Prohibited. 


INPUT 


DATA  DESIGN  ASSOCIATES,  INC. 


Handle  blanket  and  multi-shipment  orders. 
Automatically  track  receipts  and  back  orders. 
Show  order  status  on-line. 


. A Generalized  Report  Writer. 

The  Accounts  Payable  base  system  licenses  for  $80,000  to  $176,000, 
depending  on  options  selected  and  hardware  used. 

There  are  more  than  300  installations  of  the  product.  Customers 
include  Ameritrust  Company,  B.  Dalton,  Bristol-Myers,  British  Colum- 
bia Telephone  Co.,  Cessna  Fluid  Power,  Cigna  Corporation,  Gap  Stores, 
General  Electric,  Konica  Business  Machines,  Lutheran  General  Hos- 
pital, Merrill  Lynch  Realty,  Northrop  Corporation,  Sanwa  Bank  of 
California,  Searle  Pharmaceuticals,  Security  Pacific  National  Bank, 
Warner-Lambert  Company,  and  Washington  Natural  Gas. 

The  General  Ledger  Financial  Control  System,  introduced  in  September  1983, 
provides  capabilities  for  maintaining  a financial  data  base  and  producing 
financial  reports.  Features  include  an  Automatic  Interface  Module  (DD-AIM) 
for  interaction  with  purchasing,  cost  accounting,  accounts  payable  and  inven- 
tory; and  Statement  Analysis  Reporting  (DD-STAR)  that  provides  capabilities 
similar  to  spreadsheets. 


Other  capabilities  include: 

. Multi-company  capabilities. 

. On-line  data  entry  and  inquiry. 

. Ability  to  consolidate  dissimilar  charts  of  accounts. 

. User-defined  account  identification. 

. Ability  to  post  to  current  year  without  closing  the  prior  year. 

. Budgeting  and  forecasting. 

. Foreign  currency  translation. 

. Automatic  Interface  Module  (DD-AIM)  Statement. 

The  system  is  priced  from  $75,000  to  $147,000  depending  upon  hard- 
ware and  options.  Approximately  100  systems  have  been  installed. 

Customers  include  American  Industries,  Bankers  Trust  Company,  Boise 
Cascade,  Coca-Cola  Bottling  Company,  Franklin  Mint,  Hickory  Farms, 
Kaiser  Foundation  Health  Plan,  Mastercard  International,  Northrop 
Corporation,  Ohio  Edison,  and  Saif  Corporation. 

The  Project  Accounting  (PA)  system,  introduced  in  1985,  monitors  the  pro- 
gress  of  construction  projects  and  other  large  expenditure  programs  to  ensure 
the  allocation  of  funds  is  expended  within  the  budget  framework.  Upon  com- 
pletion of  a project  or  a project  phase,  the  system  will  translate  expenditure 
data  into  user-defined  fixed  asset  accounts. 
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PA  functions  in  a real-time,  on-line  mode  or  batch  mode  and  can  be 
integrated  with  other  financial  systems. 

The  system  licenses  for  $27,000  to  $91,500  depending  upon  hardware 
configuration.  Over  50  systems  have  been  installed.  Customers 
include  Browning-Ferris  Industries,  IBP,  Inc.,  Peoples  Natural  Gas, 
Pillsbury  Company,  Proctor  and  Gamble,  and  Warner-Lambert  Com- 
pany. 


• Data  Design  provides  installation  assistance,  customer  training,  and  one  year 
of  maintenance  and  telephone  consultation  included  in  the  license  fee.  New 
options  include  Direct  Dial  Support  and  a 24-hour  support  hotline. 

• Professional  services  available  from  Data  Design  include  consulting  for  modi- 
fications, productivity  analysis,  and  upgrades. 

• Product  development  is  currently  underway  for  accounts  receivable,  order 
entry,  and  inventory  control  systems,  as  well  as  microcomputer  products. 

DD-PAINT,  a microcomputer  tool  for  changing  and/or  defining  main- 
frame on-line  screens,  is  scheduled  for  availability  in  1988. 

INDUSTRY  MARKETS 

• Data  Design's  products  are  cross-industry  applications  targeted  to  large  multi- 
company firms,  primarily  in  the  manufacturing,  banking  and  finance,  retail 
distribution,  and  transportation  industries. 

GEOGRAPHIC  MARKETS 

• Approximately  99%  of  Data  Design's  fiscal  1987  revenue  was  derived  from  the 
U.S.  The  remaining  1%  is  derived  from  Canada. 

• Data  Design  has  regional  sales  and  support  offices  located  in  Schaumburq  (IL). 
Greenwich  (CT),  and  Dallas  (TX). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Data  Design  has  an  HP  3000,  operating  under  MPE-III,  and  an  IBM  4381, 
operating  under  MVS/SP,  installed  for  use  in  product  development. 
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COMPANY  PROFILE 


DATA  DESIGN  ASSOCIATES,  INC. 

1279  Oakmead  Parkway 
Sunnyvale,  CA  94086 
(408) 730-0100 


David  D.  Lowry,  President 
Private  Corporation 
Total  Employees:  94 
Total  Revenue,  Fiscal  Year  End 
3/31/85:  $10,800,000 


THE  COMPANY 

• Data  Design  Associates,  Inc.,  founded  in  1973  by  David  Lowry,  develops  and 
markets  software  products  for  fixed  asset  accounting,  accounts  payable/pur- 
chase  control,  general  ledger  financial  control,  and  capital  project 
management. 

• Fiscal  1985  revenue  reached  $10.8  million,  a 53%  increase  over  fiscal  1984 
revenue  of  $7  million.  Net  income  was  $1.3  million,  a 30%  increase  over  net 
income  of  $1.0  million  for  the  previous  year.  A five-year  financial  summary 
follows: 


DATA  DESIGN  ASSOCIATES 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


FISCAL  YEAR 

ITEM 

3/85 

3/84 

3/83 

3/82 

3/81 

Revenue 

. Percent  increase 

$ 10,761 

$ 7,022 

$5,179 

$ 4,243 

$ 2,455 

from  previous  year 

53% 

36% 

22% 

73% 

38% 

Income  before  taxes 
. Percent  increase 
(decrease)  from 

$ 2,182 

$ 1,606 

$ 1,360 

$ 1,485 

$ 499 

previous  year 

36% 

18% 

(8%) 

198% 

(5%) 

Net  income 
. Percent  increase 
(decrease)  from 

$ 1,271 

$ 1,004 

■CO- 

CD 

VO 

$ 868 

$ 300 

previous  year 

27% 

18% 

(2%) 

189% 

(10%) 

• The  company  is  99%  owned  by  its  employees. 
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• Data  Design  currently  has  96  employees,  segmented  as  follows: 


Marketing/sales  27 

Customer  support  26 

Computer  operations  2 

Research  and  development  23 

General  and  administrative  J_8 

96 


• Major  competitors  include  Management  Science  America,  McCormack  & 
Dodge  (Dun  & Bradstreet),  Software  International  (GE1SC0),  UCCEL,  and 
Walker  Interactive  Products. 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Data  Design  Associates'  revenue  is  derived  from 
software  products  and  related  services. 

• The  Fixed  Asset  Accounting  System,  Accounts  Payable/Purchase  Control 
System,  General  Ledger  Financial  Control,  and  Capital  Project  Management 
are  written  in  ANSI  COBOL  and  run  on  mainframes  and  large  minicomputers 
by  IBM,  Burroughs,  Hewlett-Packard,  Honeywell,  DEC,  Data  General,  NCR, 
UNIVAC,  Prime,  and  Wang.  The  products  run  in  batch  mode,  and  an  on-line 
option  is  available  for  IBM  and  Hewlett-Packard  hardware. 

• The  Fixed  Asset  Accounting  System  (with  ACRS  and  TEFRA),  introduced  in 
1974,  controls  depreciation  expenses,  completes  required  tax  forms,  and 
manages  corporate  property. 

Features  include: 

. Multi-company  processing. 

. All  methods  for  depreciation  projection. 

. Four  independent  ledgers  for  corporate,  federal,  and  state  tax 
reporting. 

. Partial  retirements. 

. Single,  partial,  and  mass  asset  transfers. 

. Investment  tax  credit  and  energy  credit  calculations. 

. Gain/loss  calculations  at  retirement. 

. Maintenance  data. 

. Leased  asset  data. 

. User  defined  reports. 

Perpetual  license  fees  range  from  $31,500  to  $95,500,  depending  on 

options  chosen  and  hardware  used. 

There  are  over  330  installations  of  the  Fixed  Accounting  System. 

Customers  include  Alcoa,  Amdahl,  Atari,  Boise  Cascade,  Tribune 

Company,  Federal  Reserve  Bank  of  New  York,  NBC,  Johnson  and 
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Johnson,  Greyhound  Corporation,  Data  General,  Hewlett-Packard,  and 
Toys  "R"  Us. 

• The  Accounts  Payable/Purchase  Control  System,  introduced  in  1976,  is  a 
system  for  the  management  of  purchasing,  receiving,  and  paying. 

Features  include: 

. Multi-company  processing. 

. User-defined  editing  and  processing  options. 

. On-line  data  entry  and  inquiry. 

. Interfaces  to  general  ledger,  purchasing,  cost  accounting,  and 
inventory. 

The  Purchase  Control  Module  allows  for  two-  or  three-way  match 
between  invoice,  purchase  order,  and  receiving  information.  Cash 
management  capabilities  provide  invoice  payment  control  and  make 
maximum  use  of  discounts  and  cash  float.  Information  integrity 
controls  help  assure  accuracy  in  payments  and  accounting  entries.  A 
generalized  report  writer  is  also  available  to  produce  reports  designed 
to  user  specification.  Other  system  capabilities  include  full  real-time 
purchase  orders,  receivers,  and  vouchers;  on-line  real-time  company 
totals;  on-line  batch  balancing;  automatic  on-line  matching;  the  ability 
to  add  and  delete  voucher  details;  direct  duplicate  invoice  update;  and 
automatic  assignment  of  purchase  orders  and  voucher  numbers. 

The  Employee  Expense  Module  controls  advances  to  employees  and 
produces  an  expense  statement. 

The  Use  Tax  Accounting  Module  calculates  and  posts  accrual  amounts 
for  items  subject  to  tax. 

The  Accounts  Payable  base  system  licenses  for  $40,000  to  $176,000, 
depending  on  options  selected  and  hardware  used. 

There  are  more  than  215  installations  of  the  product.  Customers 
include  Advanced  Micro  Devices,  Bankers  Trust,  Bristol-Myers, 
Columbia  Pictures,  Memorex,  North  Carolina  National  Bank,  Royal 
Business  Machines,  The  New  York  Times,  Memorial  Hospital  System, 
Federal  Express,  and  Merrill  Lynch  Pierce  Fenner  & Smith. 

• The  General  Ledger  Financial  Control  System,  introduced  in  September  1983, 
provides  capabilities  for  maintaining  a financial  data  base  and  producing 
financial  reports.  Features  include  an  Automatic  Interface  Module  (DD-AIM) 
for  interaction  with  purchasing,  cost  accounting,  accounts  payable  and 
inventory;  and  Statement  Analysis  Reporting  (DD-STAR)  that  provides 
capabilities  similar  to  spreadsheets. 
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Other  capabilities  include: 

. Multi-company  capabilities. 

. On-line  data  entry  and  inquiry. 

. Ability  to  consolidate  dissimilar  charts  of  accounts. 

. User-defined  account  identification. 

. Ability  to  post  to  current  year  without  closing  the  prior  year. 

. Budgeting  and  forecasting. 

. Foreign  currency  translation. 

. Automatic  Interface  Module  (DD-AIM)  Statement. 

The  system  is  priced  from  $58,000  to  $147,000  depending  upon 
hardware  and  options.  Approximately  30  systems  have  been  installed. 

Customers  include  American  Industries,  Bankers  Trust  Company, 
Golden  One  Credit  Union,  Hickory  Farms,  Midland  Ross,  and  Saif 
Corporation. 

• The  Capital  Project  Management  System  (CPMS),  introduced  in  1985, 
monitors  the  progress  of  construction  projects  and  other  large  expenditure 
programs  to  ensure  the  allocation  of  funds  is  expended  within  the  budget 
framework.  Upon  completion  of  a project  or  a project  phase,  the  system  will 
translate  expenditure  data  into  user-defined  fixed  asset  accounts. 

CPMS  functions  in  a real-time,  on-line  mode  or  batch  mode  and  can  be 
integrated  with  other  financial  systems. 

The  system  licenses  for  $27,000  to  $91,500  depending  upon  hardware 
configuration.  Over  10  systems  have  been  installed.  Customers 
include  IBP,  Inc.,  International  Playtex,  and  Warner-Lambert  Company. 

• Data  Design  provides  installation  assistance,  customer  training,  and  one  year 
of  maintenance  and  telephone  consultation  included  in  the  license  fee. 

INDUSTRY  MARKETS 

• Data  Design's  products  are  cross-industry  applications  targeted  to  large  multi- 
company firms,  primarily  in  the  manufacturing,  banking  and  finance,  retail 
distribution,  and  transportation  industries. 

GEOGRAPHIC  MARKETS 

• Approximately  98%  of  Data  Design's  revenue  is  derived  from  the  U.S.,  the 
remaining  2%  is  derived  from  Canada. 

• Data  Design  has  regional  offices  located  in  Schaumburg  (IL),  Greenwich  (CT), 
and  Dallas  (TX). 
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COMPUTER  HARDWARE  AND  SOFTWARE 

• Data  Design  has  an  HP  3000,  operating  under  MPE-III,  and  an  IBM  4381, 
operating  under  MVS/SP,  installed  for  use  in  product  development. 
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FINANCIAL  UPDATE  TO  HIGHLIGHT  DATED  MAY  1982 


DATA  DESIGN  ASSOCIATES,  INC. 

1 279  Oakmead  Parkway 
Sunnyvale,  CA  94086 
(408)  730-0100 


David  D.  Lowry,  President 
Private  Corporation 
Total  Employees:  55 
Total  Revenue,  Fiscal  Year  End 
3/31/83:  $5,025,000 


DATA  DESIGN  ASSOCIATES 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


FISCAL  YEAR 
ITEM  — 

3/83 

3/82 

3/81 

3/80 

3/79 

Total  revenue 
. Percent  increase 
from  previous  year 

$ 5,025 
18% 

$ 4,243 
74% 

$ 2,445 
38% 

$ 1,778 
64% 

$ 1,082 
60% 

Income  before  taxes 
. Percent  increase 
from  previous  year 

$ 1,877 
(1%) 

$ 1,893 
173% 

$ 694 

1% 

$ 684 

66% 

$ 41 1 

66% 

Net  income 
. Percent  increase 
from  previous  year 

$ 944 

17% 

$ 810 
153% 

$ 320 

(2%) 

$ 328 

74% 

$ 188 
88% 

• In  September  1983  Data  Design  released  its  new  General  Ledger  Financial 
Control  System  written  in  ANSI  COBOL,  which  runs  on  mainframes  and  large 
minicomputers  by  IBM,  Burroughs,  Hewlett-Packard,  Honeywell,  DEC,  Data 
General,  NCR,  and  Univac. 

• The  company  estimates  that  its  industry  and  geographic  market  sectors 
remain  distributed  approximately  the  same. 

SOURCE  OF  REVENUE 

• Data  Design  derived  100%  of  its  fiscal  1983  revenue  from  software  products 
for  fixed-asset  accounting,  accounts  payable/purchase  control,  and  general 
ledger.  The  company  expects  its  fiscal  1984  revenue  to  reach  $8  million. 
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COMPANY  BRIEF 


Cross  Industry:  Systems  Software 


Data  Language  Corporation 

47  Manning  Road 
Billerica,  MA  01821 
(617)  663-5000 

CEO:  Joseph  W.  Alsop,  President 
Private  Company 
Founded:  December  1981 

Employees:  35  (6/86) 

Revenue  (FYE  12/31/85):  $2-3  million* 


The  Company:  Develops  and  markets  application  development  tools  for  multi-user 
microcomputers 

Sources  of  Revenue: 

Systems  Software  (100%) 

Key  Products: 

- Systems  Software  Product  (Utilizes  UNIX-based  systems) 
o Transaction-oriented  relational  data  base  (PROGRESS) 

Geographic  Markets: 

U.S.  and  Non-U.S. 

- Products  sold  by  own  sales  force  and  value-added  resellers  (VARs)  to  software 
developers  and  end  users 

Significant  Events: 

In  June  1985,  Data  Language  Corporation  (DLC)  sold  for  $2  million  a non- 
exclusive license  to  Applied  Data  Research  (ADR)  for  PROGRESS  software 
technology 

Other: 

DLC  obtained  $1.5  million  in  venture  capital  in  March  1984 


*INPUT  estimate 
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COMPANY  PROFILE 


DATALEX,  INC. 

100  Pine  Street 
Suite  1600 
San  Francisco,  CA 
(415)  362-4466 


The  Company 


Key  Products  and 
Services 


Robert  H.  Erwin,  President 
Private  Corporation 
Total  Employees:  22 

941 1 1 Total  Revenue,  Fiscal  Year  End 

10/31/89:  $2,000,000* * 

* Company  estimate 


Datalex,  Inc.,  founded  in  1981,  markets  and  supports  the 
Entrypoint  90  microcomputer-based  data  entry  software  product. 
Entrypoint  90  is  used  by  both  public  and  private  institutions 
conducting  agricultural,  census,  household,  construction,  and 
socioeconomic  surveys.  Datalex  also  provides  custom  software 
development  professional  services. 

Major  competitors  include  DPX  Software  (the  ROAD/PC 
package)  and  Southern  Computer  Systems  (the  Key  Entry  III 
package). 


Approximately  60%  of  Datalex's  revenue  is  derived  from  software 
products,  15%  from  associated  software  maintenance  services,  and 
25%  from  professional  services. 

Datalex's  primary  product  is  Entrypoint  90,  a menu-driven  data 
entry  software  package  for  IBM  and  compatible  microcomputers. 

• Entrypoint  90  enables  users  to  create  custom  data-entry 
formats-complete  with  cross-field  checking,  look-up  table 
validation,  and  custom  help~for  nearly  any  existing  host 
application.  A LAN  module  allows  local  area  networks  to 
support  any  combination  of  Entrypoint  90  application 
developer  and  workstation  packages. 

• Entrypoint  90  pricing  is  based  on  the  number  of  workstations 
supported.  For  example,  a system  with  one  application 
developer  package  and  five  workstation  packages  is  priced  at 
$5,060.  A system  with  one  application  developer  package  and 
50  workstation  packages  is  priced  at  $32,920.  Volume  discounts 
of  $435  per  unit  are  available  for  purchases  of  from  101  to  200 
workstation  units.  Pricing  includes  one  year  of  maintenance. 

• There  are  currently  over  10,000  Entrypoint  installations 
worldwide. 
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• In  September  1989,  Datalex  announced  that  it  had  shipped  a 
number  of  Entrypoint  90  systems  to  foreign  census  bureaus  in 
support  of  the  1990  census. 

The  Datalex  Application  Design  Center  provides  a range  of 

technical  support  services  to  Datalex  customers,  including  the 

following: 

• Annual  software  maintenance  contracts  (available  for  15%  of 
the  product  price  per  year)  entitle  users  to  annual  product 
upgrades  and  problem-solving  technical  assistance  during  all 
phases  of  application  design  and  workstation  operation. 

- An  Electronic  Bulletin  Board  Service,  toll-free  hotline,  and 
trouble-shooting  services  are  available. 

• Consulting  services  include  the  analysis  of  customer  needs  and 
the  development  of  detailed  technical  specifications  for 
Entrypoint  90  applications.  Consulting  services  are  billed  on  an 
hourly  basis,  with  a minimum  charge  for  on-site  services  of 
$925. 

• Datalex  programmers  can  design,  code,  test,  and  install 
customized  data  entry  systems  using  Entrypoint  90.  Application 
design  work  is  billed  on  a time-and-materials  basis. 

• Specialized  training  courses  are  available  for  application 
designers  and  data  entry  operators.  A three-day  training 
program  at  Datalex  headquarters  is  priced  at  $750  per  student. 
An  on-site,  three-day  program,  which  can  accommodate  up  to 
12  students,  is  priced  at  $1,200  per  day,  plus  instructor  travel 
expenses. 


Industry  Markets  Datalex  software  clients  include  pharmaceutical/chemical  firms; 

hospitals;  universities  and  colleges;  school  boards  and  districts; 
manufacturers;  petroleum  refining  and  mining  companies;  public 
transportation  agencies;  insurance  companies;  computer 
hardware,  software,  and  consulting  companies;  U.S.  state  and 
federal  agencies;  and  international  firms. 
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Geographic 

Markets 


Approximately  70%  of  Datalex's  revenue  is  derived  from  the  U.S. 
and  30%  from  international  sources,  including  Canada,  Europe, 
the  U.KL,  and  Australia. 

The  company's  products  are  marketed  in  the  U.S.  through  a direct 
sales  force,  and  internationally  through  distributors. 
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COMPANY  PROFILE 


DATALEX,  INC. 

650  Fifth  Street,  Suite  406 
San  Francisco,  CA  94107 
(415)  541-0780 


John  J.  Tibbetts,  President 
Private  Corporation 
Total  Employees:  12 
Total  Revenue,  Fiscal  Year  End 
10/31/85:  $1,000,000* 


THE  COMPANY 

• Datalex,  founded  in  1981,  provides  microcomputer-based  data  entry  software. 

• Datalex  currently  has  12  employees,  8 are  professional  staff  and  4 are  support 
staff. 

• Major  competitors  include  IBM's  SIDES/PC  and  Data  Systems  Software  Inc.'s 
ENTRYMANAGER  packages. 

KEY  PRODUCTS  AND  SERVICES 

• Datalex  derived  all  of  fiscal  1985  revenue  from  software  (85%  software 
products  and  15%  maintenance  fees). 

• ENTRYPOINT,  introduced  in  1981,  is  a menu-driven  data  entry  software 
package.  The  system  is  written  for  two  levels  of  users.  One  level  is  written 
for  the  developer  of  forms  for  specific  applications  and  the  other  level  is 
written  for  the  operator  who  keys  in  the  data. 

Features  of  ENTRYPOINT  include  a screen-oriented  editor  that 
provides  free-form  screen  layout;  the  ability  to  produce  and  merge 
single  or  multi-form  files;  and  designer  specified  field  edit,  check, 
validation,  and  verification  procedures.  In  addition,  the  system 
provides  batch  data  management  for  insertions,  deletions,  and  modifi- 
cation of  data  screens;  and  reformatting  techniques. 

. A developer  can  use  the  high-level  programming  language, 
LOGIC,  to  handle  form  control,  calculations  and  data  checks, 
and  to  develop  applications.  Ten  defined  user  functions  are 
incorporated  into  keyboard  function  keys,  and  the  system  allows 
up  to  20  programmable  function  keys. 

. Datalex  offers  installation  assistance  and  application  guidance. 
Telephone  support  is  given  through  a toll-free  hotline  number. 

ENTRYPOINT  operates  on  IBM  PC,  PC/XT,  PC/3270,  or  compatible 
microcomputers  running  the  PC-DOS  version  2.0  or  2.1  operating 
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system.  The  computer  system  must  have  a minimum  of  256  Kbytes  of 

main  memory,  640  Kbytes  of  floppy  disk  storage,  or  a hard  disk. 

Pricing  is  as  follows: 

. The  one-time  license  fee  for  a Developer  System  is  $845.  The 
price  includes  an  operator  manual,  a tutorial  manual,  a 
reference  manual,  a 30-day  warranty,  and  hotline  support. 

. The  one-time  license  fee  for  an  Operator  System  is  $545.  The 
price  includes  an  operator  manual  and  a 30-day  warranty. 

. The  ENTRYPOINT  Five  System  Option  is  priced  at  $1,995.  This 
price  includes  one  Developer  System,  four  Operator  Systems,  a 
30-day  warranty,  and  hotline  support. 

There  are  currently  more  than  7,000  packages  installed. 

INDUSTRY  MARKETS 

• While  Datalex's  software  is  a cross-industry  product,  Datalex  derived  fiscal 
1985  revenue  almost  evenly  from  the  discrete  manufacturing,  banking  and 
finance,  and  education  industries,  and  from  the  federal  government. 

GEOGRAPHIC  MARKETS 


Approximately  70%  of  fiscal  1985  revenue  was  derived  from  across  the  U.S. 
and  20%  was  derived  from  Canada.  The  remaining  10%  was  derived  from 
other  foreign  countries  including  Australia  and  China. 


Datalex  markets  its  software  through  a direct  sales  force. 


COMPUTER  HARDWARE 

• Datalex  has  the  following  hardware  installed  at  its  headquarters: 

10  IBM  PC/XTs. 

1 IBM  PC/AT. 

2 Compaqs. 
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COMPANY  BRIEF 


Primary  Industry-Specific  Market:  Banking  and  Finance 


Datalift  Corporation 

2960  San  Pablo  Avenue 
Berkeley,  CA  94701 
(415) 548-0575 

CEO:  Robert  McGowan 
Private  Company 
Founded:  1975 

Employees:  130  full-  and  part-time  (I  1/86) 

Revenue  (FYE  12/31/85):  $2.6  million,  (FYE  12/31/86):  $3  million* 


The  Company:  Datalift  provides  facilities  management  and  remote  processing 
services  for  the  banking  and  finance,  distribution,  and  transportation 
industries 

Sources  of  Revenue: 

- Processing  Services  Facilities  Management  (80%) 

Remote  Processing  (20%) 

Key  Services: 

- Processing  Services  (Utilizes  Nixdorf  computers) 

• Data  entry  facilities  management 

• Bank  card  processing 

• Timesharing  - local  on-line 

Target  Industries: 

Banking  and  finance  (80%) 

Distribution  ( 1 0%) 

Transportation  (10%) 

Geographic  Markets: 

- U.S.  ( 1 00%) 

Sales  Offices:  San  Francisco  and  Berkeley  (CA) 
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Primary  Industry-Specific  Market:  Banking 


Data  Management  Systems 

Independence  Park 
Hyannis,  MA  02601 
(6 1 7)  77 1 -066 1 

CEO:  David  H.  Brewster 
Private  Company 
Founded:  1967 

Employees:  45  (10/86) 

Revenue  (FYE  5/1/86):  $3  million* 


The  Company:  Data  Management  Systems  provides  processing  services  to  the 
banking  industry. 

Sources  of  Revenue: 

- Processing  Services  ( 1 00%) 

Key  Services: 

Processing  Services 

• Services  include  all  deposit  and  loan  processing  for  thrift  organizations  as  well 
as  check  handling  services  for  banks. 

• Processing  is  provided  on  an  IBM  43XX  series  computer  installed  at  Data 
Management  Systems'  operations  center  in  Hyannis.  Customer  terminals  are 
hooked  into  the  system  via  phone  lines. 

Target  Industries: 

Banking  ( 1 00%) 

Data  Management  Systems  provides  processing  services  to  banks  with  $100 
million  to  $1  billion  in  deposits 

Geographic  Markets: 

- U.S.  (100%) 

Services  are  provided  in  Massachusetts  only 

- Sales  Office:  Plymouth  (MA) 
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COMPANY  BRIEF 


Primary  Industry-Specific  Market:  Retail  Distribution 


Datamap,  Inc. 

6874  Washington  Avenue  South 
Eden  Prairie,  MN  55344 
(6 1 2)  94 1 -0900 

CEO:  Grant  1.  Warfield,  Chairman 
John  Grimaldi,  President 
Private  Company 
Founded:  1975 

Employees:  5 (8/86) 

Revenue  (FYE  6/30/86):  $500,000* 


The  Company:  Datamap  provides  computer  generated  mapping  processing  services 
to  the  retail  distribution  industry 

Sources  of  Revenue: 

- Processing  Services  (100%) 

Key  Services: 

- Processing  Services  (Utilizes  DEC  PDP  and  DEC  23XX  series  computers) 

• Remote  computing  and  batch  services 

• Applications  available  include: 

Target  profiling 
Customer  profiling 
Site  analysis 

Target  Industries: 

Retail  distribution  (100%) 

Geographic  Markets: 

- U.S.  (100%) 
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COMPANY  HIGHLIGHT 


DATA  PROCESSING  OF  THE 
SOUTH,  INC. 

1043  East  Morehead  Street 
Charlotte,  NC  28204 
(704) 375-5100 


A.  S.  Blankenship,  Jr.,  President 
Private  Corporation 
Total  Employees:  200 
Total  Revenue,  Fiscal  Year  End 
10/31/80:  $7,669,530 


PRINCIPAL  BUSINESS  Data  Processing  of  the  South,  Inc.  (DPS),  established  in  1957, 
provides  general  business  services  and  industry  specialty  processing  services  to  the 
credit  union,  insurance,  and  printing  industries. 

FINANCIALS  ($  thousands) 


1980 

Total  revenue  $ 7,670 

Net  income  350 

SOURCE  OF  REVENUE 

100%  Processing  services. 

. 60%  Interactive. 

. 30%  Batch  services. 

. 1 0%  Remote  batch. 

PRODUCTS  AND  SERVICES 

DPS  offers  the  following  applications  on  its  processing  service: 

. DPS  ON-LINE  is  an  interactive  system  developed  for  credit  union 
member  accounting  and  management  reporting.  Designed  for  credit 
unions  of  any  size,  DPS  ON-LINE  offers  approximately  35  standard 
reports  to  more  than  400  users. 

General  Business  Services  applications  include  accounts  payable, 
accounts  receivable,  general  ledger,  and  FASTPAY  payroll.  The 
services  are  available  in  a batch  processing  mode  and  currently  have 
approximately  300  users. 

. The  DPS  batch  insurance  accounting  package  currently  has  250  clients. 

. The  PRINT-PROFIT  job  costing  system,  with  25  users,  is  offered  on  a 

remote  batch  processing  basis  to  printing  industry  clients. 


1979  1978  1977 

$ 6,800  $ 5,986  $ 5,321 

338  218  249 
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In  May  1981,  DPS  began  marketing  Durango  Systems'  STAR-64  Insurance 
Agency  Management  System  on  an  OEM  basis. 

. STAR-64  is  a turnkey  offering  consisting  of  the  Durango  F-85  Desktop 
Computer,  up  to  four  CRT  workstations,  and  Durango  independent 
insurance  agency  software.  Prices  range  from  $15,000  to  $30,000. 

. As  a distributor,  DPS  provides  installation,  instruction,  service,  and 
support  to  local  STAR-64  clients. 

. Applications  available  on  the  system  include: 

Invoicing,  accounts  receivable,  accounts  payable,  general  ledger, 
profit  and  loss  statements,  balance  sheets,  open  item  or  balance 
forward  accounting,  and  direct  bill  monitoring. 

Comprehensive  commission  splitting  capabilities. 

Trust  account  management. 

Client  expiration  notices,  cover  letters,  payment  reminders. 
Tracks  of  previous  phone  calls  and  mail  contacts  as  part  of 
suspense  and  prospect  marketing  systems. 

Sales  analysis  reports. 

Agency  statistics. 

INDUSTRY  MARKETS 

64%  Credit  unions. 

20%  General  business. 

12%  Insurance  agencies. 

4%  Printing. 

GEOGRAPHIC  MARKETS 

One  hundred  percent  of  DPS  revenues  are  derived  from  over  15  states  in  the 
New  England,  Middle  Atlantic,  South  Atlantic,  East  South  Central,  and  East 
North  Central  U.S.  geographic  regions. 

COMPUTER  HARDWARE 

DPS  maintains  two  NAS  AS/7000N  mainframes  running  under  SVS. 

The  DPS  network  is  accessed  via  leased  lines. 
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COMPANY  PROFILE 


DATA  RESOURCES,  INC. 

29  Hartwell  Avenue 
Lexington,  MA  02173 
(617)861-0165 


Otto  Eckstein,  President 
Subsidiary  of  McGraw-Hill,  Inc. 
Total  Employees:  700 
Total  Revenue,  Fiscal  Year  End 
12/31/80:  $47,875,000 


THE  COMPANY 

• Founded  by  Otto  Eckstein  in  1968,  Data  Resources,  Inc.  (DRI)  provides 
econometric  data  base  and  consulting  services.  DRI  became  publicly  held  in 
1976.  On  August  31,  1979,  McGraw-Hill,  Inc.  acquired  DRI  for  $103  million  in 
cash. 

• Revenue  increased  22%  from  an  estimated  $39.2  million  in  1979  to  $47.9 
million  in  1980.  A five-year  financial  summary  follows: 


DATA  RESOURCES,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


— ^^FISCAL  YEAR 
ITEM 

1980 

1979 

1978 

1977 

1976 

Revenue 

. Percent  increase 

$47,875 

$39,231 

$31,471 

$23,871 

$17, 176 

from  previous  year 

22% 

25% 

32% 

39% 

35% 

. Operating  profit 

$ 6,052* 

N/A 

N/A 

N/A 

N/A 

* Operating  profit  before  corporate  expense 


Less  than  1%  of  DRI's  1980  revenue  was  captive. 

• DRI's  three  foreign  subsidiaries  have  approximately  50  employees. 

Data  Resources  of  Canada  is  headquartered  in  Toronto. 

DRI  International,  Inc.,  is  located  in  Brussels. 

DRI  Europe,  Ltd.,  is  located  in  London. 

. On  October  6,  1980,  DRI  acquired  Economic  Models,  Ltd.,  a 
London  based  economic  information  company  previously  owned 
by  Computer  Sciences  Corporation.  Economic  Models  now 
functions  as  part  of  DRI  Europe. 
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• The  company  employs  approximately  700  people.  They  are  segmented  as 
follows: 


- 

Forecasting  and  model  building 

220 

- 

Service  consulting 

250 

- 

DP  and  internal  computational 

activity 

1 10 

- 

Administrative  and  clerical 

70 

- 

Marketing 

50 

700 


• As  one  of  the  nation's  leading  economic  information  service  companies,  DRI 
competes  with  Chase  Econometric/Interactive  Data  and  Wharton  Economic 
Forecasting  Associates,  Inc. 


KEY  PRODUCTS  AND  SERVICES 

• DRI  service  offerings  include  economic  data  banks,  econometric  models  and 
forecasting,  associated  data  processing  services  and  consulting.  Clients 
usually  purchase  a package  of  services  for  an  annual  subscription  fee.  DRI's 
1980  revenue  was  derived  approximately  as  follows: 

Percent 
of  total 
revenue 


Subscription  fees 

35% 

Associated  data  processing  services 

55 

Consulting 

10 

100% 

DRI's  revenue  mix  has  remained  relatively  stable  since  1974. 

• DRI  offers  various  subscription  programs  which  include  interactive  access  to 
DRI  data  banks  and  models,  written  reports,  consulting  and  education  services. 
In  1980,  736  subscribers  spent  an  average  of  $65,000  each  for  DRI  services. 
Basic  programs  include: 

Macroeconomic  models  and  forecasting  for  the  U.S.,  Canada,  Europe 
(EEC  countries).  Japan,  the  Far  East  and  Latin  America.  Prices  range 
from  $5,000  to  $25,000  per  year. 

Microeconomic  models  and  forecasting  for  particular  industries,  geo- 
graphic regions  and  inflation.  Prices  vary  from  $4,000  to  $32,000  per 
year. 

Custom  models  where  DRI  combines  relevant  parts  of  existing  macro- 
and  microeconomic  models  with  information  tailored  to  the  needs  of  a 
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specific  corporation  or  industry.  Prices  range  from  $25,000  to  $200,000 
per  year. 

• DRI  economic  data  banks  encompass  millions  of  financial,  demographic, 
industrial,  company  and  special-purpose  data  series.  The  data  banks  contain 
daily,  weekly,  monthly,  quarterly  and  annual  economic  information,  most  of 
which  is  guaranteed  available  within  24  hours  of  release.  Data  can  be 
modeled,  forecast  and  grouped  through  the  use  of  software  tools  designed  for 
various  kinds  of  quantitative  analysis  and  display. 

Most  data  banks  are  used  in  conjunction  with  modeling  and  consulting 
services,  although  some  are  purchased  separately. 

A listing  of  available  DRI  data  banks  and  models  is  provided  in  the 
exhibit. 

• DRI  econometric  models  are  used  to  generate  detailed  forecasts  and  simula- 
tions of  national,  regional  and  industrial  economic  relationships.  Most  short- 
term forecasts  are  published  quarterly  and  project  key  economic  variables 
two-and-one-half  to  three  years  ahead.  Long-term,  10-  to  15-year  forecasts 
are  produced  annually. 

The  macroeconomic  model  of  the  U.S.  is  the  most  widely  used  DRI 
model.  The  approximately  1,000  variables  of  economic  activity  include 
monetary  and  budgetary  policies,  population  growth,  consumer  atti- 
tudes, cost  of  capital  and  raw  material  prices. 

International  macroeconomic  models  for  Canada,  Europe,  Japan,  East 
Asia  and  Latin  America  measure  business,  household  and  government 
activity  influencing  the  economy.  Varying  in  size  and  complexity,  the 
models  forecast  prices  and  wages,  GNP  and  its  components,  production, 
monetary  and  interest  rate  activity. 

DRI  maintains  specialized  microeconomic  models  which  facilitate  in- 
depth  analysis  of  particular  industries,  sectors  or  regions  and  are  linked 
to  macroeconomic  models.  Industry  models  forecast  and  analyze 
specific  product  markets,  prices,  input  costs  and  capacity  expansion 
requirements. 

Cross-industrial  models  useful  for  planning  purposes  are  available. 
Examples  include  the  Industry  Financial  Service,  which  gives  financial 
detail  on  more  than  700  companies,  and  the  Cost  Forecasting  Service, 
which  projects  several  hundred  prices  and  wages  on  the  basis  of 
industrial  supply  and  demand. 

• Software  packages  offered  by  DRI  allow  the  user  to  access  data,  perform 
statistical  analyses,  build  and  simulate  models,  and  develop  and  display 
forecasts  via  the  DRI  computers  and  communications  network.  The  software 
focuses  on  applications  which  permit  the  customer  to  analyze  its  exposure  to 
various  potential  economic  changes  in  the  light  of  alternative  simulations  of 
the  overall  economy  provided  by  DRI's  models. 
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EXHIBIT 


DATA  BANKS 


• National 

— U.S.  Central 
— U.S.  County 
— U.S.  Prices 
— U.S.  Regional 
— U.S.  Weekly  Banking 
— Canada 
— Europe 
— Europe  Satellites 
— IBRD  World  Debt  Tables 
— IMF  Balance  of  Payments 
— IMF  Direction  of  Trade 
— IMF  International  Financial  Statistics 
— OECD  Main  Economic  Indicators 
— OECD  National  Income  Accounts 
— OECD  International  Trade 
— Japan 
— East  Asia 
— Latin  America 
— Developing  Countries 
— California 
— New  York  City 

• Specialized  Industry 

— Agriculture 

— Farm  Industrial  Equipment  Institute 
— Automotive 
— Best  Executive 
— Transportation 
— Census  of  Transportation 
— Chemical 
— Coal 

— Commodities 
— Consumer 
— U.S.  Energy 
— Canadian  Energy 
— Japanese  Energy 
— Drilling 
— Platt's 
— Forestry 
— Paper  and  Pulp 
— Wood 
— Steel 

• Financial 

— DR  I Financial  and  Credit  Statistics 
- FDIC 

— Flow  of  Funds 
— Stock  Prices 
— Standard  & Poor's 
— Value  Line 

• Cross  Industrial 

— Compustat 
— Conference  Board 
— Cost  Forecasting 
— Site  II 

— State  and  Area  Forecasting 
— Input/Output  Tables 


MODELS 


• National  Economic 

— United  States 
— Canada 
— Japan 
— Germany 
— France 

— United  Kingdom 
— Italy 
— Netherlands 
— Belgium 
— Far  East 
— Latin  America 

• Specialized  Industry 

— Agriculture 
— Chemical 
— Coal 
— Consumer 
— Drilling 
— Energy 

— Forestry  and  Wood  Products 
— Pulp  and  Paper 
— Steel 

— Transportation 

• Financial 

— Agency  Yield 
— Asset  Management 
— Bank  Planning 
— Loan  Growth/Credit  Risk 
— Insurance 
— Industry  Financial 

• Cross  Industrial 

— Cost  Forecasting 
— Country  Monitoring 
— Input/Output 
— State  and  Area  Forecasting 
— State  Governments 
— Utilities 

— Resource  Allocation  Strategist 
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• DRI  has  recently  announced  the  following  enhancements  to  its  capabilities. 

The  Long-Term  Model  is  a condensed  version  of  the  DRI  U.S.  economy 
model  in  which  short-term  detail  is  replaced  with  long-term  equations. 
Simulations  of  periods  as  long  as  25  years  can  be  produced.  The  new 
model  reduces  the  number  of  equations,  simulation  time  and  expense 
involved  when  using  the  full-scale  model.  Simulations  of  the  following 
applications  are  available: 

. Supply-sided  economic  policies. 

. Alternative  energy  and  economic  interactions. 

. Economic  effects  of  prolonged  double-digit  inflation. 

The  Strategic  Planning  Applications  System  was  developed  to  assist 
strategic  planners  in  addressing  critical  areas  in  corporate  and  business 
unit  planning,  including: 

. Environmental  scanning  in  a period  of  uncertainty. 

. Strategic  market  planning  in  a period  of  slow  growth. 

. Strategic  cost  management  in  a period  of  high  inflation. 

. Competitive  and  industry  structure  analysis  in  a period  of 
increasing  competition. 

. Business  plan  review  at  the  corporate  level. 

. Strategic  financial  planning  to  improve  the  market  value  of  the 
firm. 

. Managing  international  competition  in  global  markets. 

. Diversification  analysis  in  pursuit  of  stable  profit  growth. 

Information  Plus,  introduced  in  April  1981,  is  a service  designed  for 
clients  who  require  occasional  access  to  a wide  range  of  information 
and  do  not  wish  to  subscribe  to  DRI  data  banks  separately.  DRI 
economic  data  has  been  combined  to  create  this  service,  which  consists 
of  the  following  data  banks: 

. U.S.  Central,  Flow  of  Funds,  Prices,  Regional  and  County. 

. Canadian. 

. Developing  Countries. 

. European  National  Source. 

. OECD  Main  Economic  Indicators,  National  Income  Accounts, 

Trade  Series  A. 

. Commodities  Market. 
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. DRI  Securities. 

. IBRD  (World  Bank)  Tables. 

. IMF  Balance  of  Payments. 

DRI's  principal  software  language,  EPS,  has  been  enhanced  in  all 
application  areas  including  data  management,  graphics,  report  writing, 
statistical  analysis,  econometrics,  forecasting  and  modeling.  DRI  plans 
to  make  the  new  release,  EPS  Plus,  available  for  installation  on  clients' 
IBM-compatible  systems  in  1983. 

In  April  1981,  DRI  introduced  the  DRI  Workstation,  a desk-top  micro- 
computer unit  supporting  up  to  four  video  terminals.  Menu-driven 
interfaces  provide  ease  of  use  in  analysis,  report  writing  and  graphics. 
The  workstation  provides  local  processing,  display  and  storage  along 
with  network  connections  to  central  DRI  processes. 

The  Dodge/DRI  Construction  Analysis  System,  introduced  in  February 
1981,  analyzes  construction  activity,  economic  conditions  and  demo- 
graphics for  every  county  in  the  U.S.  The  new  system  was  introduced 
jointly  by  the  F.W.  Dodge  Division  of  McGraw-Hill  and  DRI,  and 
provides  access  to  Dodge  Construction  Potentials  and  DRI  Regional/ 
County  Economic  and  Demographic  Data. 

The  recently  developed  Transportation  Cost  Service,  designed  jointly 
with  A.  T.  Kearney  Inc.,  aids  shippers  in  determining  freight  rates. 

• Joint  product  developments  currently  being  researched  combine  DRI  capabili- 
ties with  those  of  other  McGraw-Hill  divisions,  including  Platt's  Oilgram  price 
services,  the  Wood  & Tower  construction  statistics  and  Datapro  Research's 
information  on  data  processing  and  office  systems  equipment. 


INDUSTRY  MARKETS 

• Approximately  55%  of  DRI's  clients  are  large  corporations  or  manufacturers 
(steel,  petrochemical,  oil,  construction  and  food);  25%  are  financial  institu- 
tions (insurance,  banks,  brokerage  houses)  and  the  remainder  are  U.S.  and 
international  government  agencies  and  universities. 


GEOGRAPHIC  MARKETS 

• An  estimated  85%  of  DRI's  1980  revenue  was  derived  from  the  U.S.  and  15% 
from  international  sources. 

U.S.  branch  offices  are  located  in  New  York;  Boston;  Detroit; 
Philadelphia;  Pittsburgh;  Chicago;  Houston;  Atlanta;  Los  Angeles;  San 
Francisco;  Stamford,  CT;  and  Washington,  D.C. 

International  branch  office  locations  include  Toronto,  Calgary,  London, 
and  Brussels. 


6 of  7 
May  1981 

©1981  by  INPUT.  Reproduction  Prohibited. 


INPUT 


DATA  RESOURCES,  INC. 


COMPUTER  HARDWARE  AND  SOFTWARE 

• DRI  maintains  four  Burroughs  B7800  dual  processors  running  under  a custom- 
ized operating  system  at  its  Lexington  headquarters. 

• Its  network,  DRINET,  is  a combination  of  dial-up,  leased  and  IN-WATS  lines  in 
addition  to  TYMNET  and  TELENET.  DRI's  network  covers  the  U.S.  and 
extends  to  London,  Brussels,  Paris,  Geneva,  Frankfurt,  Amsterdam,  Milan, 
Mexico  City,  Far  Eastern  and  Canadian  cities. 

• The  network  supports  hard  copy,  graphics  and  remote  job  entry  terminals. 

• Standard  programming  languages  available  include  FORTRAN,  APL,  BASIC, 
ALGOL,  COBOL  and  PLI.  ~ 

Also  available  are  DRI's  proprietary  languages,  including  EPS,  MODEL, 
FILETRAN,  DRI-TEXT  and  AID. 

Commercially  available  packages  used  on  the  network  include 
SPEAKEASY,  ODYSSEY,  INSYTE  and  EMPIRE. 
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UJ  JUL 


COMPANY  HIGHLIGHT 


DATA  RESOURCES,  INC. 

29  Hartwell  Avenue 
Lexington,  MA  02173 
(617) 861-0165 


Otto  Eckstein,  President 
Public  Corporation,  OTC 
Total  employees:  500 
Total  Revenues,  Fiscal  Year  End 


12/31/78:  $31,470,700 


THE  COMPANY 

• Data  Resources,  Inc.  (DRI)  was  founded  in  1968  by  Otto  Eckstein  and  Donald 
B.  Marron  as  an  econometric  consulting  and  services  organization.  In  1976,  it 
became  a publicly-held  corporation  with  the  sale  of  300,000  shares  of  common 
stock. 

• Total  revenue  advanced  32%  from  $23,871,200  in  1977  to  $31,470,700  in  1978. 
Net  income  was  $3,148,800,  a 24%  gain  over  fiscal  1 977's  $2,544,700. 
Management  claims  the  increase  in  revenues  is  due  to  a combination  of  the 
addition  of  new  subscibers  using  DRI's  services,  increased  revenue  from 
previously  existing  subscribers,  and  the  introduction  of  new  information 
services.  A five  year  financial  summary  follows: 


FIVE-YEAR  FINANCIAL  SUMMARY,  DATA  RESOURCES,  INC. 


" FISCAL 

1978 

1977 

1976 

1975 

1974 

Revenues 

Income  Be- 
fore Taxes 
& Extra- 
Ordinary 

$31,470,700 

'V 

$23,871,200 

$17,175,600 

$12,742,700 

M feV* 

$8,741,700 

Items 

$ 5,906,800 

4,867,700 

2,780,700 

1 ,455,000 

1,271,700 

Net  Income 

$ 3,148,800 

$ 2,544,700 

$ 1,501,700 

$ 884,000 

$ 656,700 

• The  average  number  of  subscribers  increased  9%  from  506  in  1977  to  550  in 
1978.  Average  revenue  per  subscriber  increased  20%,  from  $42,692  in  1977  to 
$51,203  in  1978.  Management  claims  client-retention  rate  was  96%. 

• The  company  employs  over  500  people.  They  are  segmented  as  follows: 
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Forecasting  and  model  building 

33% 

Service  consulting 

28 

DP  and  internal  computational  activity 

17 

Administrative  and  clerical 

16 

Marketing 

6 

100% 

Competing  in  narrow  segments  with  DR  I are  companies  such  as  Chase 
Econometric  Associates,  Inc.,  and  Wharton  E.F.A.,  Inc.  Management  claims 
DRI  has  75%  of  the  total  market  shared  by  DRI,  Wharton,  and  Chase. 


KEY  PRODUCTS  AND  SERVICES 

• DRI  offers  its  customers  a package  of  services  for  which  each  user  pays  an 
annual  subscription  fee.  The  four  areas  of  service  offered  by  DRI  include 
economic  data  banking,  econometric  models  and  forecasting,  associated  data 
processing  services,  and  consulting. 

• DRI's  1978  revenues  were  derived  principally  from  subscriptions  and  associated 
data  processing,  as  shown  below: 


1978  $ 

% of  Total  $ 

Subscription  fees 

$10. 7M 

34% 

Associated  data  processing  service 

$17. 5M 

55% 

Consulting 

$ 3.3M 

1 1% 

DRI  offers  three  basic  subscription  programs.  All  include  interactive  access 
to  DRI's  data  banks,  written  reports,  and  consulting  services.  The  three  basic 
programs  are: 

Macro-economic  models  and  forecasting  for  the  U.S.,  Canada,  Europe 
(EEC  countries),  and  Japan.  Price:  $5,000  to  $19,000  per  year. 
Micro-economic  models  and  forecasting  for  particular  U.S.  industries, 
U.S.  geographic  regions,  inflation  rates,  and  exchange  rates.  Price: 
$6,000  to  $40,000  per  year. 

Custom  models  where  DRI  combines  relevant  parts  of  existing  macro- 
and  micro-economic  models  with  information  tailored  to  the  needs  of  a 
specific  corporation  or  industry.  (For  example,  the  custom  model  for 
an  individual  electric  utility  combines  data  from  the  U.S.  macro- 
economic  model,  micro-economic  models  of  U.S.  regions  and  the  energy 
industry,  and  specific  utility  company  data  not  available  through  the 
standard  models.)  Price:  $50,000  to  $ 1 50,000  per  year. 
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The  macro-economic  service  is  the  basic  service  to  which  most  clients 
subscribe.  These  models  are  used  to  forecast  such  things  as  household  flow  of 
funds  and  money  sources  for  the  corporate  financial  sector.  Other  programs 
are  add-ons  to  this  service. 

Typical  micro-economic  models  include:  energy,  cost  forecasting,  agriculture, 
steel,  consumer  product  and  industry  financial  information.  These  models  are 
frequently  combined.  The  most  common  pairs  are:  petrochemical/agriculture; 
steel/energy;  cost  forecasting/insurance;  and  energy/regional  U.S. 

The  fastest  growth  areas  for  the  company  are  the  detailed  models  of 
particular  industries  which  are  used  to  forecast  and  analyze  industry  product 
markets,  prices,  input  costs  and  capacity  expansion  requirements.  Models  for 
particular  industries  include  agriculture,  consumer  products,  and  steel.  The 
newest  data  bases  and  models  are  for  the  pulp  and  paper  industry,  fertilizer 
sugar,  transportation  and  automobiles. 

In  mid  1979,  DRI  introduced  an  input/output  model  which  analyzes  the 
cost  and  market  for  408  industries.  The  Inter  Industry  Service  presently 
has  four  clients  and  costs  $10,000  to  subscribers  of  DRI's  services  and 
between  $7,500  and  $25,000  to  non-subscribers. 

During  1978  DRI's  principal  data  banks  grew  in  size  as  various  new  data  series 
were  added.  New  data  banks  introduced  included:  Organization  for  Economic 
Cooperation  and  Development  (OECD);  Trade  Series  C which  is  now 
incorporated  in  the  International  Trade  Information  Service;  International 
Monetary  Fund  (IMF)  Balance  of  Payments  yearbook;  Petroleum  Drillinq  Data 
Bank;  Coai  Service  Data  Bank. 

DRI.  also  began  offering  high  frequency  data  banks  which  encompass  infor- 
mation released  on  a daily,  hourly,  or  continous  basis.  The  data  banks 
introduced  in  1978  were: 

Hourly  . Weather  Data,  in  cooperation  with  Weather  Services 
International.  This  system  provides  agri-business,  transportation, 
utility  and  commodity  industries  with  weather  statistics  composed  of 
six  concepts  (e.g.,  precipitation  and  temperature)  from  weather 
reporting  stations  located  throughout  the  world. 

Commodities  Market  Data,  from  DRI's  Agricultural  Service.  Users  are 
provided  with  coverage  of  all  major  commodities,  contracts,  and 
commodities  exchanges  in  the  U.S.  and  Canada. 
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BAMACS,  Money  and  Credit  Statistics  from  Bank  of  America.  This 
data  bank  combines  financial  statistics  from  releases  of  the  Federal 
Reserve  and  the  U.S.  Government  with  data  from  daily  money  market 
quotation  sheets,  private  reports,  and  information  of  the  Bank  of 
America  global  money  market  activities. 

Daily  Security  Prices  is  one  of  the  largest  additions  to  DRI's  financial 
data  bases.  With  over  30,000  issues,  many  extending  back  I I years,  DRI 
now  offers  the  financial  community  up-to-date  pricing  and  dividend 
information,  as  well  as  balance  sheets  and  income  statements. 

• DRI  is  performing  some  work  in  long-term  strategic  planning.  This  work 
considers  the  economics  of  the  various  markets  for  products  (worldwide)  as 
well  as  the  fundamental  competitive  positions  assumed  by  these  products. 
According  to  management,  the  work  currently  being  done  is  both  for  private 
companies  and  foreign  governments. 

• Software  packages  offered  by  DRI  allow  the  user  to  access  data,  perform 
statistical  analyses,  build  and  simulate  models,  and  develop  and  display 
forecasts  via  the  DRI  computers  and  communications  network.  The  software 
focuses  on  applications  which  permit  the  customer  to  analyze  its  exposure  to 
various  potential  economic  changes  in  the  light  of  alternative  simulations  of 
the  overall  economy  provided  by  DRI's  models. 


INDUSTRY  MARKETS 

• Of  DRI's  600  total  clients,  350  to  400  are  large  corporations  or  manufacturers 
(steel,  petrochemical,  oil,  construction,  and  food);  another  150  to  200  are 
financial  institutions  (insurance,  banks,  brokerage  houses),  and  the  remainder 
are  U.S.  and  international  government  agencies  and  universities. 


GEOGRAPHIC  MARKETS  DRI  has  clients  worldwide.  Its  major  revenues  sources, 
however,  are  Chicago,  Pittsburgh,  New  York,  Washington,  D.C.,  Houston,  San 
Francisco,  and  Boston.  Branch  offices  are  located  in  New  York  City,  Washington, 
D.C.,  Pittsburgh,  Chicago,  Houston,  San  Francisco,  Toronto,  and  Brussels. 


COMPUTER  HARDWARE  AND  SOFTWARE 

• DRI  uses  a Burroughs  B7700  mainframe  with  four  central  processors  and  a 
Burroughs  B7870.  During  1978  DRI  implemented  a second  B7700  computer  for 
additional  customer  capacity. 
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• Its  network,  DRINET,  is  a combination  of  dial-up,  leased,  and  IN-WATS  lines 
in  addition  to  TYMNET  and  TELENET.  DRI's  network  covers  the  U.S.  and 
extends  to  London,  Brussels,  Paris,  Geneva,  Frankfurt,  Amsterdam,  Milan, 
Mexico  City,  and  Canadian  cities. 

• The  network  supports  hard  copy,  graphics,  and  remote  job  entry  terminals. 
Available  language  are  FORTRAN,  APL,  BASIC,  PL/ 1,  ALGOL,  and  COBOL. 


c 
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DATA  RESOURCES,  INC. 
29  Hartwell  Avenue 
Lexington,  MA  02173 
(617)  861-0165 


Otto  Eckstein,  President 
Public  corporation 
Total  employees : 360 

Total  revenues,  fiscal  year 
end  12/31/.76:  $17.1  million 
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THE  COMPANY 


• Data  Resources,  Inc.  (DRI)  was  founded  in  1968  by  Otto  Eckstein  and 
Donald  B.  Marron  as  an  econometrics  consulting  and  services  organi- 
zation. In  1976,  it  became  a publicly-held  corporation  with  the 
sale  of  300,000  shares  of  common  stock. 

• DRI's  revenues  increased  35%  between  1975  and  1976,  from  $12.7  million 
to  $17.1  million.  Net  income  during  the  same  period  increased  70% 
from  $884,000  to  $1.5  million. 

• The  company  employs  over  300  people;  more  than  200  have  advanced  or 
bachelor's  degrees.  They  are  segmented  as  follows: 


Forecasting  and  model  building  33% 

Service  consulting  28% 

DP  and  internal  computational  activity  17% 

Administrative  and  clerical  16% 

- Marketing  6% 


• Competing  in  narrow  segments  with  DRI  are  companies  such  as  Chase 

Econometric  Associates,  Inc.  and  Wharton  E.F.A. , Inc.  DRI  management 
claims  DRI  has  75%  of  the  market  shared  by  DRI,  Wharton,  and  Chase. 


KEY  PRODUCTS  AND  SERVICES 


• DRI  1976  revenues  were  derived  principally  from  subscriptions  and 
associated  data  processing,  as  shown  below: 


1976  $ 

% of  Total  $ 

Subscription  fees 

6.2M 

36% 

Associated  data  processing  service 

9.6M 

56% 

Consulting 

1.3M 

8% 

• DRI  offers  three  basic  subscription  programs.  All  include  interactive 
access  to  DRI's  data  base,  written  reports,  and  consulting  services. 
The  three  basic  programs  are: 
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Macro-economic  models  and  forecasting  for  the  U.S.,  Canada, 

Europe  (EEC  countries)  and  Japan.  Price:  $5,000  to  $19,000 

per  year. 

Micro-economic  models  and  forecasting  for  particular  U.S. 
industries,  U.S.  geographic  regions,  inflation  rates,  and 
exchange  rates.  Price:  $6,000  to  $40,000  per  year. 

Custom  models  where  DRI  combines  relevant  parts  of  existing 
macro-  and  micro-economic  models  with  information  tailored 
to  the  needs  of  a specific  corporation  or  industry.  (For 
example,  the  custom  model  for  an  individual  electric  utility 
combines  data  from  the  U.S.  macro-economic  model,  micro- 
economic  models  of  U.S.  regions  and  the  energy  industry, 
and  specific  utility  company  data  not  available  through  the 
standard  models.)  Price:  $50,000  to  $150,000  per  year. 

• The  macro-economic  service  is  the  basic  service  to  which  all  clients 
subscribe.  These  models  are  used  to  forecast  such  things  as  house- 
hold flow  of  funds  and  money  sources  for  the  corporate  financial 
sector.  Other  programs  are  add-ons  to  this  service. 

• Typical  micro-economic  models  include:  energy,  cost  forecasting, 

agriculture,  steel,  and  consumer  product  and  industry  financial 
information.  These  models  are  frequently  combined.  The  most 
common  pairs  are:  petrochemical/agriculture;  steel/energy;  cost 

forecasting/insurance ; and  energy/regional  U.S. 

• The  fastest  growth  areas  for  the  company  are  special  data  base  and 
forecasting  services  in  areas  such  as  agriculture,  consumer 
products,  and  steel.  The  newest  data  bases  and  models  are  for 
the  pulp  and  paper  industry,  fertilizer,  and  sugar. 


• DRI  is  developing  several  new  products,  including  additional  micro- 
economic  models  and  international  extensions  of  current  micro-and 
macro-services . 


APPLICATIONS  All  DRI  services  are  econometric  models  and  forecasting 
services  which  have  specialty  applications. 


o 


Q 
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INDUSTRY  MARKETS 


• Of  DRI's  600  total  clients,  350  to  400  are  large  corporations  or 
manufacturers  (steel,  petrochemical,  oil,  construction,  and  food); 
another  150  to  200  are  financial  institutions  (insurance,  banks, 
brokerage  houses),  and  the  remainder  are  U.S.  and  international 
government  agencies  and  universities. 

• The  company  averages  over  $30,000  in  revenues  per  client. 


GEOGRAPHIC  MARKETS  DRI  has  clients  worldwide.  Its  major  revenues  sources, 
however,  are  Chicago,  Pittsburgh,  New  York,  Washington  DC,  Houston 
San  Francisco,  and  Boston.  Branch  offices  are  located  in  New  York  City, 
Washington  DC,  Pittsburgh,  Chicago,  Houston,  San  Francisco,  Toronto,  and 
Brussels . 


COMPUTER  HARDWARE  AND  SOFTWARE 


• DRI  uses  a Burroughs  B7700  mainframe  with  four  central  processors. 

• Its  network  is  a combination  of  dial-up,  leased,  and  IN-WATS  lines 
in  addition  to  TYMNET  and  TELENET.  DRI's  network  covers  the  U.S. 
and  extends  to  London,  Brussels,  Paris,  Geneva,  Frankfurt,  Amsterdam, 
Milan,  Mexico  City,  and  Canadian  cities. 

• The  network  supports  hard  copy,  graphics,  and  remote  job  entry 
terminals;  and  FORTRAN,  APL,  BASIC,  PL/1,  ALGOL,  and  COBOL  computer 
languages . 
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Primary  Industry-Specific  Market:  Manufacturing 


Data  Systems  for  Industry 

3942  Cerritos  Avenue 
Los  Alamitos,  CA  90720 
(213)  493-4541 

CEO:  Don  Whipple,  President 
Private  Company 
Founded:  September  1975 

Employees:  30  (6/86) 

Revenue  (FYE  12/31/85):  $5-6  million 


The  Company:  Provides  factory  management  software  and  systems 

Sources  of  Revenue: 

Application  Software  (33%) 

Software  Customization  (33%) 

- Turnkey  Systems  (33%) 

Key  Products  and  Services: 

- Application  Software  (Utilizes  IBM  System/88,  Stratus/32,  and  HP  3000  mini- 
computers) 

• MRP 

• Shop  Floor  Control 

• Sales  Order  Management 

Turnkey  Systems  (Utilizes  HP  3000  minicomputers) 

• MRP 

• Shop  Floor  Control 

• Sales  Order  Management 

Target  Industries: 

Discrete  Manufacturing  (100%) 

Geographic  Markets: 

U.S.  and  Non-U.S. 

Sales  Offices:  Chicago,  Detroit 

- DSI  is  establishing  resellers  in  Europe  and  Australia 

Other: 

DSI  is  an  HP  3000  Value  Added  Reseller 
The  company  wrote  the  IBM  System/88  DBMS 
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Primary  Industry-Specific  Market:  Education 


Datatel 

3700  Mount  Vernon  Avenue 
Alexandria,  VA  22305 
(703) 549-4300 

CEO:  Tom  Davidson,  President 
Private  Company 
Founded:  1968 

Employees:  92  (12/86) 

Revenue  (FYE  12/31/86):  $8-1 0 million* 


The  Company:  Develops  and  markets  application  software  for  higher  education 
administration,  local  governments,  and  non-profit  organizations 

Sources  of  Revenue: 

Application  Software  (40%) 

Turnkey  Systems  (60%) 

Key  Products: 

Application  Software  and  Turnkey  Systems  (Utilizes  Prime  minicomputers) 

• Higher  education  administration  (Colleague™  ) 

• Fund  raising  (Benefactor™  ) 

• Local  government  administration  (Prefect™- ) 

• Prefect  and  Benefactor  were  introduced  in  1986 

Target  Industries: 

Higher  education  (75%) 

Local  government  (13%) 

Non-profit  organizations  (12%) 

Geographic  Markets: 

- U.S.  ( 1 00%) 

Sales  Offices:  Alexandria  (VA),  Indianapolis  (IN),  and  San  Francisco 

Other: 

The  company  is  an  authorized  distributor  for  Prime  Computer 
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COMPANY  PROFILE 


DATA  3 SYSTEMS,  INC. 

P.O.  Box  441 
Santa  Rosa,  CA  95402 
(707)  528-6560 


Richard  C.  Anderson,  Chairman  and 
President 

Private  Corporation 
Total  Employees:  100 
Total  Revenue,  Fiscal  Year  End 
6/30/86:  $12,000,000* 


THE  COMPANY 


• Data  3 Systems,  Inc.,  founded  in  1980,  provides  manufacturing  resource 
planning  (MRP  II)  application  software  products  for  IBM  System  36  and  38 
minicomputers  and  accounting  application  software  for  the  IBM  System  38. 
Data  3 products  are  used  by  over  325  manufacturing  companies  worldwide. 

• Fiscal  1986  reached  an  estimated  $12  million,  a 100%  increase  over  fiscal 
1985  revenue  of  $6  million.  A three-year  summary  of  revenue,  as  estimated 
by  INPUT,  follows: 


DATA  3 SYSTEMS,  INC. 
THREE- YEAR  REVENUE  SUMMARY* 
($  thousands) 


KEY  PRODUCTS  AND  SERVICES 


• One  hundred  percent  of  Data  3's  fiscal  1986  revenue  was  derived  from 
application  software  product  licenses  and  associated  support  and  educational 
services. 

• Data  3 markets  and  supports  the  following  application  software  products  for 
the  IBM  System  38: 

MRPS  38-S,  a management  tool  for  planning  and  controlling  the 
manufacturing  environment,  is  written  in  RPG  III. 

..  Modules  include: 


Business  Forecast. 
Order  Entry. 
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Resource  Capacity  Plan. 

Master  Production  Schedule. 

Purchase  Order  Management. 

Work  Order  Management. 

Inventory  Management  and  Product  Structures. 

Material  Requirements  Plan. 

Capacity  Planning. 

Shop  Floor  Control. 

Standard  Product  Costing. 

. MRPS  38-S  is  priced  at  $99,000.  There  are  currently  225 
systems  installed. 

MRPS  38-A  is  an  accounting  package  available  for  use  with  MRPS  38-S. 

. Modules  include: 

General  Ledger. 

Accounts  Receivable. 

Accounts  Payable. 

Fixed  Assets. 

Payroll. 

. MRPS  38-A  is  priced  at  $35,000.  There  are  currently  eight 
systems  installed. 

MRPS  38-P,  scheduled  for  release  later  in  1986,  is  a manufacturing 
resources  planning  software  product  designed  specifically  for  process 
manufacfuring  applications. 

. MRPS  38-P  modules  include  those  available  for  MRPS  38-S 
plus:  lot  control  and  traceability,  the  ability  to  handle  potency 
controlled  products,  by-product/co-product  capabilities, 
decimalization  of  quantity  fields,  and  quarantine  status  for 
inventory  locations. 

. MRPS  38-P  will  be  priced  at  $104,000. 

• Data  3 also  markets  and  supports  MRPS  36-S,  a manufacturing  resource 
planning  system  designed  for  the  IBM  System  36. 

MRPS  36-S,  written  in  RPG  II,  offers  the  same  modules  available  with 
MRPS  38-S. 

Priced  at  $50,000,  there  are  currently  75  systems  installed. 

• Data  3 currently  has  an  existing  installed  base  of  25  users  of  manufacturing 
resource  planning  software  for  the  IBM  System  34.  The  product  continues  to 
be  supported  but  is  no  longer  actively  marketed. 
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• Data  3 provides  product  support  services  for  an  annual  fee.  Hotline  services 
and  product  training  courses  are  also  available. 

INDUSTRY  MARKETS 

• Data  3 derives  100%  of  its  revenue  from  the  discrete  and  process  manufac- 
turing industries. 

• The  target  market  for  the  company's  products  is  manufacturing  firms  with 
IBM  System  36  or  38  minicomputers. 

GEOGRAPHIC  MARKETS 

• Approximately  80%  of  Data  3's  fiscal  1986  revenue  was  derived  from  the  U.S. 
and  20%  from  international  sources. 

• Data  3 has  regional  offices  in  Culver  City  (CA)  and  Mount  Laurel  (NJ). 

• Data  3 products  are  marketed  outside  the  U.S.  by  over  20  independent 
representatives  worldwide. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Data  3 has  the  following  computers  installed: 

I IBM  System  36. 

I IBM  System  38. 

25  IBM  personal  computers. 
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COMPANY  HIGHLIGHT 


DATABASE  DESIGN  INC 

2020  Hogback  Road 
Ann  Arbor,  Ml  48104 
(313)  971-5363 


James  T.  Martin,  Chairman 
Donald  R.  Brown,  President 
Private  Corporation 
Total  Employees:  35 
Total  Revenue,  Fiscal  Year  End 
6/30/83:  $2,030,000 


THE  COMPANY 

• Database  Design  Inc.  (DDI)  founded  in  1979  by  James  Martin  and  Dr.  Dixon  R. 
Doll,  markets  data  base  design  and  information  systems  planning  software 
packages  and  related  professional  services. 

• Fiscal  1983  revenue  reached  $2  million,  a 60%  increase  over  1982  revenue  of 
$1.2  million. 

• As  of  June  1983  DDI  had  35  employees  distributed  as  follows: 


Marketing/sales 

4 

Education  and  consulting 

4 

Product  development 

15 

General  and  administrative 

\2 

35 

• Competition  for  DDI's  DATA  DESIGNER  data  base  design  tool  comes  from 
Manager  Software  Products,  Inc.'s  DESIGN  MANAGER  and  Dun  & Bradstreet 
Computing's  (formerly  NCSS)  TSI  International  Ltd.  subsidiary's  FACETS. 

KEY  PRODUCTS  AND  SERVICES 

• Eighty-five  percent  of  DDI's  fiscal  1983  revenue  was  derived  from  data  base 
development  software,  15%  of  which  was  from  related  educational  services 
and  seminars.  The  remaining  15%  of  revenue  was  from  professional  services 
involving  logical  data  base  design  and  strategic  information  systems  planning. 

• DATA  DESIGNER,  DDI's  primary  software  product,  generated  $1.3  million  in 
fiscal  1983  revenue.  The  product  is  an  on-line  data  base  design  tool  that  aids 
in  the  development  of  logical  data  models  from  user  data  requirements.  The 
product  reduces  applications  maintenance  costs  and  facilitates  the  addition  of 
new  applications  without  restructuring  the  entire  data  base. 

DATA  DESIGNER  is  used  to  build  a data  file  of  user  views  of  data 
requirements  for  a subject  or  application,  compile  a dictionary  of 
standard  data  item  names,  and  validate  the  user  file  against  the  dic- 
tionary. 
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The  system  consolidates  the  user  views,  eliminating  redundancy  to 
create  a logical  design  from  which  reports  and  diagrams  can  be  gener- 
ated and  evaluated  by  analysts  and  users  to  make  other  design  deci- 
sions. The  logical  design  is  subsequently  translated  into  the  appro- 
priate file  screen  method  or  data  base  management  system  (DBMS), 
including  hierarchical,  network,  or  relational. 

DATA  DESIGNER  and  optional  products  run  in  both  batch  and  inter- 
active modes  on  IBM  360,  370,  30XX,  43XX,  and  compatible  main- 
frames under  OS,  MVS,  VSI,  VS II,  and  VM/CMS  and  on  DEC  VAX- 
I I/7XX  equipment  under  VMS. 

There  are  over  80  installations  of  the  product,  which  is  priced  at 
$35,000. 

Maintenance  is  available  annually  at  17%  of  current  license  fees. 

• Other  DDI  products,  options,  and  interfaces  include: 

DB/DC  Data  Dictionary  Interface,  which  accesses  IBM's  IMS  DB/DC 
Data  Dictionary.  It  is  used  to  store  and  retrieve  user-specified  DATA 
DESIGNER  files  (subschema,  user  views,  designs,  and  dictionaries)  from 
the  data  dictionary.  The  product  is  priced  at  $7,500. 

DATAMANAGER  Interface,  a product  conceptually  similar  to  the 
DB/DC  Data  Dictionary  Interface,  which  interfaces  with  Manager 
Software  Products'  DATAMANAGER.  The  product  validates  data 
items  in  logical  data  models  against  the  DATAMANAGER  dictionary 
and  is  priced  at  $2,000. 

Hierarchical  Design  Aid,  a software  tool  for  IMS  and  other  hierarchical 
DBMS  applications  development.  It  draws  hierarchically  structured 
models  from  DATA  DESIGNER  logical  data  models.  The  product 
licenses  for  $3,000. 

Graphic  output,  which  provides  data  modeling  diagrams  on  32  types  of 
output  devices  including  color  graphics  terminals,  laser  printers,  and 
hard  copy  terminals.  It  can  be  programmed  for  other  output  devices. 
The  module  is  priced  at  $5,500. 

Application  Builder,  a standalone  applications  development  tool  and 
COBOL  source  code  generator.  The  product  was  developed  by  The 
DMW  Group  Europe,  DDI's  European  affiliate,  and  has  been  marketed  in 
the  U.S.  by  DDI  since  January  1983.  Application  Builder,  priced  at 
$80,000,  runs  on  IBM  mainframes  and  is  scheduled  for  availability  on 
DEC  VAX  equipment  in  early  1984. 
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• New  DDI  products  include: 

ADR  DATADICTIONARY  Interface,  currently  in  beta  tests,  a diction- 
ary interface  to  Applied  Data  Research’s  ADR/DATA  DICTIONARY 
product.  It  is  priced  at  $2,500. 

Information  Planner,  scheduled  for  introduction  in  fall  1983,  an  infor- 
mation systems  planning  tool  that  models  corporate  activities,  organi- 
zational structures,  and  information  requirements  to  identify  a desir- 
able data  base  and  application  architecture  supporting  business  plans. 

• DDI  provides  professional  services  specializing  in  information  resource 
management  with  an  emphasis  on  strategic  systems  information  planning 
development.  Areas  of  expertise  include: 

Data  base  planning  and  administration. 

Data  analysis. 

Applications  planning  and  implementation. 

Information  resource  management  methodologies  and  tools. 

Fourth  generation  languages. 

INDUSTRY  MARKETS 

• DDI  derived  approximately  20%  of  its  fiscal  1983  revenue  from  state,  local, 
and  federal  government  sectors.  An  additional  20%  of  revenue  was  from 
financial  institutions  and  insurance  companies.  The  remaining  60%  was  from 
across  other  industry  sectors. 

• Clients  include  Boeing  Computer  Services,  Standard  Oil  of  California,  the 
Federal  Reserve  Bank  of  Dallas,  GTE  Data  Services,  and  DU  PONT. 

GEOGRAPHIC  MARKETS 

• Eighty-five  percent  of  DDI's  fiscal  1983  revenue  was  derived  from  across  the 
U.S.  and  15%  from  international  clients  in  Europe,  Australia,  and  Canada. 

• DDI  maintains  branch  offices  in  Los  Angeles,  Burlington  (MA),  and  London. 
Affiliates  are  located  in  Singapore  and  Australia.  Sales  are  also  supported  by 
independent  agents  located  internationally. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• DDI  maintains  one  DEC  VAX-1  1/780  running  under  VMS  at  its  Ann  Arbor 
headquarters. 
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FINANCIAL  UPDATE  TO  HIGHLIGHT  DATED  MAY  1980 


DATACROWN  INC. 

650  McNicoll  Avenue 
Willowdale,  Ontario  M2H  2EI 
Canada 

(416)  499-1012 


H.M.  Burns,  Chairman  and  CEO 
Duncan  MacLachlan,  President 
Subsidiary  of  Crown  Life  Insurance 
Company 

Total  Employees:  868 
Total  Revenue,  Fiscal  Year  End 
1 2/3 1 / 82:  $88,046,000  ($  Canadian) 
$71,454,000  ($  U.S.) 

Noncaptive  Revenue: 

$79,182,000  ($  Canadian) 
$64,260,000  ($  U.S.) 


DATACROWN  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands  Canadian,  except  per  share  data) 


" ISCAL  YEAR 

1982 

1981 

ITEM 

1980 

1979 

1 

978  (a) 

Revenue 

$ 88,046 

$86,181 

$ 68,640 

$60,218 

$33,871 

. Percent  increase 

from  previous  year 

2% 

26% 

14% 

78% 

69% 

Income  (loss)  before 

taxes 

. Percent  increase 

($ 

7,788) 

$ 

7,032 

$ 

3,724 

$ 

161 

$ 

3,643 

(decrease)  from 
previous  year 

(21  1%) 

89% 

2,213% 

(96%) 

111% 

Net  income  (loss) 

($ 

3,973) 

$ 

3,863 

$ 

1,974 

$ 

68 

$ 

2,607 

. Percent  increase 

(decrease)  from 
previous  year 

(203%) 

96% 

2,803% 

(97%) 

N/A 

Earnings  (loss)  per 

($ 

$ 

common  share 
. Percent  increase 

1.66) 

2.05 

$ 

1.05 

$ 

0.04 

$ 

1.55 

(decrease)  from 
previous  year 

(181%) 

95% 

2,525% 

(97%) 

N/A 

(a)  1978  financials  are  based  on  12  months'  operations  of  Datacrown  Ltd.  and 

three  months'  operations  of  Systems  Dimensions  Ltd. 
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Datacrown  management  attributes  losses  in  income  to  significantly 
higher  operating  costs  during  1982  resulting  from  the  company's  expan- 
sion into  the  U.S.,  the  opening  of  a new  Systemcenter  in  Washington, 
D.C.,  and  to  continued  high  interest  rates.  Datacrown's  operations  in 
Canada  alone  were  profitable  in  1982. 

As  of  mid- 1 983  Datacrown  was  negotiating  the  sale  of  portions  of  its 
U.S.  operations. 

SOURCE  OF  REVENUE 

• Ninety-eight  percent  of  Datacrown's  1982  revenue  was  derived  from  remote 
computing  services.  The  remaining  2%  was  derived  from  professional  services 
consulting  and  education. 

• A two-year  summary  of  source  of  revenue  by  geographic  market  follows 
($  thousands,  Canadian): 


1 982  1 98 1 


U.S. 

Canada 

U.S. 

Canada 

Remote  computing 

$ 9,505 

$ 76,986 

$ 1 1,465 

$72,362 

Professional  services 

52 

1,503 

877 

1,477 

Total 

$ 9,557 

$ 78,489 

$ 12,342 

$ 73,839 

Datacrown's  U.S.  revenue  declined  25%  from  $10.3  million  (U.S.)  in 
1981  to  $7.8  million  (U.S.)  in  1982. 
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COMPANY  HIGHLIGHT 


DATACROWN  INC. 

650  McNicoll  Avenue 
Willowdale,  Ontario  M2H  2EI 
Canada 
(416) 499-1012 


Richard  G.  Taylor,  President 
Subsidiary  of  Crown  Life  Insurance 
Company 

Total  Employees:  1000 
Total  Revenues  Fiscal  Year  End 
12/31/79:  $60.2  million 
Non-Captive  Revenues: 

$57.4  million 


THE  COMPANY 

• Datacrown  Inc.  is  the  successor  company  to  a recent  amalgamation  of  two 
leading  Canadian  computer  services  companies:  Datacrown  Ltd.  and  Systems 
Dimensions  Ltd. 


Datacrown  Ltd.  was  established  as  a subsidiary  of  Crown  Life  Insurance 
Company  in  1972  to  market  remote  computing  services  and  to  support 
the  data  processing  requirements  of  the  parent  on  a long-term,  contrac- 
tual basis. 

Systems  Dimension  Ltd.  (SDL)  was  an  independent  public  company 
established  in  1968  to  provide  timesharing  services,  systems  develop- 
ment, and  facilities  management.  SDL  offered  a broad  range  of 
products  known  as  "Infoservices"  which  included  econometric,  statisti- 
cal, and  engineering  applications. 

• The  acquisition  of  SDL  both  complemented  and  strengthened  Datacrown  Ltd.'s 
product  lines  and  marketing  activities  in  Canada  and  the  United  States. 

The  acquisition  occurred  in  the  last  quarter  of  1978  when  all  shares  of 
Datacrown  Ltd.  and  Systems  Dimension  Ltd.  were  acquired  by  Niagnat 
Holdings  Limited,  a company  previously  dormant.  The  company  pur- 
chased all  of  the  issued  and  outstanding  shares  of  SDL  for  $12,746,000. 
The  formal  amalgamation  of  Niagnat  Holdings  Ltd.  and  Systems  Dimen- 
sions Ltd.  was  completed  on  February  14,  1979.  In  March  1979  the  new 
company  was  named  Datacrown  Inc. 

• In  the  five-year  financial  summary  that  follows,  the  1975  to  1978  figures 
reflect  only  the  revenues  of  Datacrown  Ltd. 

1978  revenues  are  based  on  12  months'  operations  of  Datacrown  Ltd. 
and  3 months'  operations  of  SDL  Ltd.  The  combined  revenues  were 
$33.8  million. 
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Datacrown  Inc.'s  revenues  for  1979  were  $60.2  million.  Profitability 
was  constrained  by  the  impact  of  expenses  associated  with  the  merger. 
Captive  revenues  account  for  5%  of  total  revenues  ($3  million).  The 
company  projects  that  its  1980  revenues  will  be  $72.5  million,  up  20% 
over  1979  figures. 


DATACROWN  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($Thousand,  Except  Per  Share  Data) 


FISCAL  YEAR 

ITEM 

1979 

1978 

1977 

1976 

1975 

Revenues 

. Percent  increase 
(decrease)  from 
previous  year 

$60,218 

78% 

$33,871 

69% 

$20,000 

27% 

$15,803 

31% 

$12,067 

N/A 

Income  (loss)  before  taxes 
and  extraordinary  item 
. Percent  increase 
(decrease)  from 
previous  year 

$ 161 
(96%) 

$ 3,643 
111% 

$ 1,728 
236% 

$ 514 

525% 

($121) 

N/A 

Net  income  (loss) 

. Percent  increase 
(decrease)  from 
previous  year 

$ 161 
(94%) 

$ 2,784 
61% 

$ 1,728 
236% 

$ 514 

183% 

($618) 

N/A 

Earnings  per  common  share 

N/A 

$ 3.24 

$ 1 .73 

N/A 

N/A 

• Datacrown  is  comprised  of  a large  services  organization  and  two  subsidiary 
operations: 

Services  primarily  address  the  general  timesharing  needs  of  commercial 
and  government  users.  Operations  are  coordinated  through  the  Data 
Systems  Division  which  provides  technical  and  standards  design,  hard- 
ware and  software  implementation,  systemcenter  support,  and  delivery 
of  the  network  services. 
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ADP  Systems  Ltd.,  a Winnipeg  services  firm,  was  acquired  as  part  of 
the  acquisition  of  SDL  Ltd.  It  provides  financial  transaction  processing 
for  the  airline  industry  and  has  developed  an  airline  ticket  payment 
clearing  system  called  BSP-Canada  (Bank  Settlement  Plan)  for  the 
International  Air  Transport  Association. 

Consulting  Statisticians,  Inc.  of  Boston  (MA)  was  acquired  by  Data- 
crown  in  1978  to  offer  advanced  statistical  methods.  It  has  recently 
extended  its  consulting  services  to  provide  support  in  litigation  actions. 

Within  two  years  Datacrown  plans  to  acquire  a remote  computing  services 
company  with  revenues  in  the  $25  to  $30  million  range.  The  acquisition  will 
provide  Datacrown  with  more  industry-specialized  processing  and  extend  its 
penetration  of  the  U.S.  market. 

The  1000  employees  of  Datacrown  are  segmented  as  follows: 


- 

Data  systems 

300 

- 

Marketing/sales 

500 

_ 

Planning/finance/ 

administration 

200 

I ,000 


• Datacrown's  strength  appears  to  be  its  success  at  selling  its  processing 
services  as  a "total  replacement  for  in-house  systems."  Currently  over  80 
computer  installations  have  been  replaced.  As  such  its  primary  competition  is 
perceived  to  be  IBM. 


KEY  PRODUCTS  AND  SERVICES 

• Datacrown's  1979  revenues  are  estimated  as  follows: 
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DATACROWN  INC. 
1979  REVENUE  SOURCES 


Service  Type 

% of  Total 

Revenue  Value 
($  million) 

Processing  services 

89% 

$53.9 

Software  products 

3 

1.5 

Professional  services 

8 

5.0 

TOTAL 

100% 

$60.4 

• Ninety-six  percent  of  processing  service  revenues  were  derived  from  remote 
computing  and  4%  from  batch  services. 

Approximately  60%  of  network  usage  is  remote  batch  processing,  with 
the  remaining  40%  equally  divided  between  interactive  and  inquiry/ 
response. 

An  additional  breakdown  of  Datacrown's  processing  revenues  follows: 


DATACROWN,  INC. 
PROCESSING  SERVICES  REVENUES 


Applications 

% of  Total 

Revenue  Value 
($  million) 

Scientific  and  Engineering 

7% 

$ 4.0 

Utility 

91 

48.9 

Industry  Specialty 

2 

1.0 

TOTAL 

100% 

$53.9 

A profile  of  Datacrown's  network  applications  is  presented  in  Exhibit  A. 
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EXHIBIT  A 

C 

DATACROWN  NETWORK  SERVICES  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PRODUCT  NAME 

• OPERATING  ENVIRONMENT 

• ECONOMETRICS  AND  STATISTICS 

- IBM  370/158 

- SPSS 

- IBM  3031/3033,  MVS  (TSO,  JES2, 

- SAS 

WYLBUR  CICS) 

- OSIRIS 

• PROGRAMMING  LANGUAGES  SUPPORTED 

- TPL 

- APL 

- TROLL 

- PL/1 

- DAMSEL 

- ASSEMBLY 

- MOSAIR 

- COBOL 

- MASSAGET 

- RPG 

- TSAP  (TIME  SERIES  ANALYSIS) 

- BRAS  (BIASED  REGRESSION  ANALYSIS) 

• DATA  MANAGEMENT  SOFTWARE 

- MPSX 

- IDMS 

- GPSS 

- SYSTEM  2000 

- BMD,  BMDP 

- MARK  IV 

- EASYTRIEVE 

• BUSINESS  AND  FINANCE 

- DATAMAN 

- GENERAL  LEDGER 

- ACCOUNTS  PAYABLE 

• DATA  BASES  AVAILABLE 

- ACCOUNTS  RECEIVABLE 

- DUN  & BRADSTREET 

- PAYROLL 

- CANSIM 

- PERSONNEL 

- CITIBASE 

- FIXED  ASSETS 

- SUPPLIES  INVENTORY-CONTROL 

• PROJECT  MANAGEMENT 

- FINANCIAL  FORECASTING  AND  MODE 

- PREMIS 

MODELING 

- FINANCIAL  MODELING  (PLANCODE) 

• PROGRAM  DEVELOPMENT 

- LIBRARIAN 

• OTHER  KEY  PRODUCTS /SERVICES 

- WATFOR 

- COMPUTER  OUTPUT  MICROFILM 

- WATFIV 

- SCRIPT 

- STRUCTURED  PROGRAMMING  FACILITY 

- FULLSCREEN  EDIT 

- DISPLAY  MANAGEMENT  FACILITY 
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The  largest  revenue-producing  applications  on  the  network  are  CICS, 
TSO,  and  data  base  management  software. 

As  stated  previously,  Datacrown  markets  its  services  as  a replacement 
for  in-house  systems.  Clients  are  therefore  offered  multiyear  contracts 
that  are  typically  2 to  5 years  in  duration.  Terms  include  assistance 
during  conversion  and  a guarantee  that  processing  will  be  performed  for 
a fixed  fee  during  the  contract  period. 

Datacrown  intends  to  announce  a distributed  data  processing  service. 
INPUT  expects  that  the  new  offering  will  be  a powerful  distributed 
computer  for  transaction  processing  and  not  a minicomputer  or  ter- 
minal. 

• Software  revenues  come  from  a licensing  agreement  to  market  the  full  range 
of  Management  Science  America,  Inc.'s  software  in  Canada.  Datacrown 
anticipates  that  1980  revenues  will  be  $2  million  from  this  activity. 

Management  Science  America  (MSA)  is  using  Datacrown's  programmer 
productivity  services  to  design  and  test  its  products.  MSA's  develop- 
ment staff  in  Atlanta,  Ga.  have  been  directly  linked,  since  1977,  to 
Datacrown's  facilities. 

• The  company  provides  data  base,  data  communications  consulting,  and  educa- 
tion and  training  services. 


INDUSTRY  MARKETS 

• The  Canadian  Federal  Government  accounts  for  20%  of  the  company's 
revenues. 

The  remaining  revenues  come  from  the  commercial  firms  in  Canada  and 
the  U.S. 


GEOGRAPHIC  MARKETS 

• Approximately  80%  of  Datacrown's  revenues  are  derived  from  geographic 
locations  throughout  Canada. 

The  U.S.  market  accounts  for  20%.  Datacrown  reports  that  this  market 
is  growing  more  rapidly  than  the  domestic. 

Datacrown  serves  clients'  subsidiaries  located  in  Europe  and  the  Carib- 
bean by  satellite  communication. 

The  company's  headquarters  are  located  in  Toronto.  Seven  regional 
offices  are  maintained  in  Calgary,  Montreal,  Ottawa,  Quebec  City, 
Toronto,  Winnipeg,  and  Vancouver. 
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U.S.  offices  are  located  in  Atlanta,  Boston,  Dallas,  New  York,  and 
Washington,  D.C. 


COMPUTER  HARDWARE 

• Datacrown  maintains  two  large  systemcenters  in  Toronto  and  Ottawa.  A third 
center  is  planned  for  Washington,  D.C.  It  is  scheduled  to  open  in  the  first 
quarter  of  1981.  It  will  be  one  of  several  regional  processing  centers  in  the 
U.S. 

• Computer  equipment  used  for  the  network  service  includes: 

Four  IBM  370/1 68's,  MVS. 

One  IBM  303 1 , MVS. 

Two  IBM  3033's,  MVS. 

• The  network  is  comprised  of  800  high-speed,  remote  job  entry  terminals  and 
several  hundred  low-speed,  interactive  terminals. 

Nodes  are  located  in  Boston,  New  York,  Washington,  D.C.,  Dallas, 
Montreal,  Winnipeg,  Calgary,  and  Vancouver. 

Access  is  via  SDLC  multidrop  lines.  Communication  facilities  are 
provided  by  the  Trans-Canada  Telephone  System  and  U.S.  common 
carriers. 
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DATAFLOW  SYSTEMS,  INC. 

7758  Wisconsin  Avenue 
Bethesda,  MD  20014 
(301) 654-9133 


Bill  Doudnikoff,  President  "Bar' 
Private  corporation 
Total  employees:  35 
Total  revenues,  fiscal  year  end 
5/31/78:  450,000* 


THE  COMPANY 

• Dataflow  Systems,  Inc.  (DfS)  was  founded  in  1967  in  Maryland  by  Bill 
Doudnikoff  and  J.  Benham  Malcom  (Vice  President).  It  provides  indexing  and 
abstracting,  library  automation,  micrographic  studies,  seminars,  training  and 
technical  publications,  custom  studies,  and  marketing  services. 

• DfS  sales  increased  an  average  19%  annually  between  fiscal  1975  fiscal  sales 
of  $270,000  and  estimated  fiscal  1978  sales  of  $450,000.  In  1976,  sales  were 
approximately  $300,000  and  in  1977  the  company  sales  were  about  $350,000. 
It  has  been  profitable  since  1971. 

• Traditionally,  the  federal  government  has  been  DfS's  major  revenue  source. 
However,  the  company  is  increasingly  targeting  commercial  firms,  utilities 
(such  as  the  Tennessee  Valley  Authority),  and  academic  libraries  for  its 
services,  particularly  micrographics.  Projects  include: 

A study  concerning  micrographic  alternatives  for  engineering 
documents  for  the  TVA  and  other  nuclear  utilities. 

Micrographic  college  catalogs  for  academic  and  other  libraries. 

• Since  DfS  has  a small  marketing  staff,  clients  have  been  obtained  through 
referrals  and  repeat  business.  Although  DfS  expanded  its  advertising  budget  in 
1977  ($357  in  1976),  referrals  will  continue  to  generate  the  bulk  of  new  clients. 

• Primary  competitors  are  the  Leasco  Division  of  Operations  Research  Inc., 
Herner  Co.  (Washington,  D.C.),  and  Aspens  Systems. 


KEY  PRODUCTS  AND  SERVICES 

• The  company  uses  a variety  of  techniques  to  provide  its  four  basic  services, 
including  computer-based  storage  and  retrieval  and  microfilm.  DfS  uses 
available  software. 


♦Management  estimate 
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• Basic  services  are: 

Indexing  and  abstracting  (including  photocomposition),  printing  and 
thesaruses  for  manual  and  computer  use  which  generate  about  30%  of 
revenues.  Projects  include  the  CBS  news  index. 

Micrographics  and  computer  output  to  microfilm  (COM)  studies  which 
generate  about  30%  of  revenues.  In  some  cases  DfS  micrographics 
documents  are  used  for  active  library  files. 

Seminars  and  training  and  technical  publications  on  indexing  and 
microfilm  which  generate  about  15%  of  revenues.  The  U.S.  Civil 
Service  Commission  and  HEW  are  DfS's  primary  clients  for  this  service. 
Custom  study  work,  marketing  for  other  companies,  market  research, 
and  survey  analysis  which  generate  about  25%  of  revenues.  Prime 
clients  are  academic  libraries. 

• DfS  provides  standard  services,  although  input  and  output  are  usually 
customized  to  fit  client  requirements. 

• There  are  approximately  20  clients  currently.  A total  of  about  I 10  have  been 
served  since  1967. 


APPLICATIONS  DfS  services  are  categorized  as  general  business  applications, 
although  indexing  is  primarily  for  scientific  and  technical  subjects. 


INDUSTRY  MARKETS  Sixty  percent  of  DfS  revenues  is  derived  from  the  federal 
government  and  20%  from  education.  The  remaining  20%  is  from  clients  in  trade 
unions,  utilities,  services  companies,  and  other  industries. 


GEOGRAPHIC  HARDWARE  AND  SOFTWARE  DfS  has  no  in-house  hardware.  The 
majority  of  its  processing  is  performed  on  American  Management  Systems  computers. 
In  some  cases,  client  computers  are  used. 
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COMPANY  HIGHLIGHT 


DATAFLOW  SYSTEMS,  INC. 
7758  Wisconsin  Avenue 
Bethesda,  MD  20014 
(301)  654-9133 


1 ( 

Bill  Doudnikoff,  President 
Private  corporation 
Total  employees:  23 
Total  revenues,  fiscal  year 
end  5/31/76:  $300,000 


COMPANY  BACKGROUND 

• The  company  was  founded  in  1967  in  Maryland  by  Bill  Doudnikoff  and 
Jay  Benham  Malcom  (Vice  President). 

• It  provides  indexing  and  abstracting,  micrographics,  seminars,  train- 
ing and  technical  publications,  custom  studies,  and  marketing 
services. 

OVERALL  ASSESSMENT 

• Dataflow  Systems,  Inc.  (DfS)  has  been  increasing  its  sales  by  15%  to 
20%  per  year.  In  1975  sales  totaled  $270,000,  in  1976  $300,000,  and 
in  1977  the  company  projects  sales  of  $350,000.  It  has  been 
profitable  since  1971. 

• Traditionally  the  federal  government  has  been  DfS's  major  revenue 
source.  However,  the  company  is  increasingly  targeting  commercial 
firms,  utilities  such  as  the  Tennessee  Valley  Authority,  and  academic 
libraries  for  its  services,  particularly  micrographics.  DfS  has 
produced  micrographic  engineering  documents  for  the  TVA  and  other 
nuclear  utilities,  as  well  as  micrographic  college  catalogs  for 
academic  and  other  libraries. 

• Since  DfS  has  no  marketing  staff,  clients  have  been  obtained  through 
referrals  and  repeat  business.  Although  DfS  will  expand  its 
advertising  budget  in  1977  ($357  in  1976),  referrals  will  continue  to 
generate  the  bulk  of  new  clients. 


KEY  PRODUCTS  AND  SERVICES 

• The  company  uses  a variety  of  techniques  to  provide  its  four  basic 
services,  including  computer-based  storage  and  retrieval  and  micro- 
film. DfS  uses  available  software. 


• Basic  services  are: 


Indexing  and  abstracting  (including  photocomposition),  printing 
and  thesaruses  for  manual  and  computer  use  generate  about  30% 
of  revenues.  Projects  include  the  CBS  news  index. 
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Micrographics  and  computer  output  to  microfilm  (COM)  generate 
about  30%  of  revenues.  In  some  cases  DfS  micrographics 
documents  are  used  for  active  library  files. 

Seminars  and  training  and  technical  publications  on  indexing  and 
microfilm  generate  about  15%  of  revenues.  The  U.S.  Govern- 
ment General  Services  Administration  and  General  Printing 
Office  are  DfS's  primary  clients  for  this  service. 

Custom  study  work,  marketing  for  other  companies,  market 
research,  and  survey  analysis  generate  about  25%  of  revenues. 
Prime  clients  are  academic  libraries. 

• DfS  provides  standard  services,  although  input  and  output  are  usually 
customized  to  fit  client  requirements. 

• There  are  approximately  15  clients,  currently.  A total  of  about  75 
have  been  served  since  1967. 

• Primary  competitors  are  the  Leasco  division  of  Operations  Research 
Inc.,  Herner  Co.,  Wes  Publications,  and  Aspens  Systems  (subsidiary  of 
American  Can). 


APPLICATIONS:  DfS  services  are  categorized  as  general  mess— 

applications,  although  indexing  is  primarily  for  scientific  and  1 nical 

subjects. 


INDUSTRY  MARKETS:  Sixty  percent  of  DfS  revenues  is  derived  from  the 

federal  government  and  20%  from  education.  The  remaining  20%  is  from 
clients  in  trade  unions,  utilities,  services  companies,  and  other  industries. 


GEOGRAPHIC  HARDWARE  AND  SOFTWARE:  DfS  has  no  in-house  hard- 
ware. The  majority  of  its  processing  is  performed  on  American  Management 
Systems  computers.  In  some  cases,  client  computers  are  used.  Input  and 
output  are  batched. 
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DATA  SYSTEMS  FOR  INDUSTRY  Donald  G.  Whipple,  President 
5400  Orange  Avenue  Private  Company 

Cypress,  CA  90630-3757  Total  Employees:  20 

(714)  995-2399  Total  Revenue,  Fiscal  Year  End 


8/31/89:  $2,500,000* 

* Company  estimate 

The  Company 

Data  Systems  for  Industry  (DSI),  founded  in  1975,  provides 
application  software  products  and  software  customization 
professional  services  primarily  for  computer-integrated 
manufacturing  (CIM)  applications  to  the  manufacturing  industry. 

DSI's  fiscal  1989  revenue  was  approximately  $2.5  million,  the  same 
as  fiscal  1988  revenue. 

Key  Products  and 
Services 

c 

Approximately  80%  of  DSI's  revenue  is  derived  from  software 
customization  professional  services  and  20%  from  packaged 
application  software  product  sales. 

In  support  of  CIM  applications,  DSI  provides  standard  software 
products,  modification  of  its  standard  software,  and  development 
of  custom  add-on  modules  to  meet  specific  client  requirements. 
DSI's  software  is  currently  used  by  approximately  60  clients  at  over 
100  sites. 

Standard  software  products  developed  by  DSI  are  available  for 
IBM  System/88,  Stratus/32,  and  HP  3000  computers  and  include 
the  following: 

• QED  is  an  integrated  CIM  information  system  that  can  operate 
as  a standalone  system  or  integrated  with  other  systems.  QED 
modules  include  the  following: 

- Materials  Management 

c 

• Bill  of  Material  Processing 

• Procurement  Requirements  Processing 

• Purchase  Order  Processing 

• Receiving  Inspection  Option 

• Work  Order  Processing 

• Net  Resources  Planning 
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- Production  and  Cost  Management 

• Routing  and  Workcenter  Processing 

• Shop  Floor  Processing 

• Standard  Cost  Generation 

• Job  Cost  Processing 

- Plant  and  Equipment  Maintenance 

• Equipment  Hierarchy  Processing 

• Maintenance  Order  Processing 

• Preventative  Maintenance  Processing 

- Financial  Management 

• General  Ledger 

• Control  Module 

• Accounts  Payable 

• Accounts  Receivable 

• Bank  Reconciliation 

• Other  products  available  for  use  with  QED  include  MIRROR, 
a network  structure  data  base  management  system  designed  to 
handle  complex  data  relationships  in  a high  volume,  transaction 
processing  environment,  and  Data  Collection  Interface  (DCI), 
an  interface  to  Intermec  bar  code  equipment. 

DSI  also  sells  Intermec  bar  code  equipment.  Revenue  from  these 
sales  are  neglible. 


Industry  Markets  Virtually  all  of  DSI's  revenue  is  derived  from  the  manufacturing 

industry.  DSI  also  has  one  client,  QVC,  in  the  television  home 
shopping  business. 

DSI  clients  include  Ampex,  All  American  Gourmet/Kraft, 
Consolidated  Diesel,  Continental  EMSCO/LTV, 
French's/Pillsbury,  GE/Fanuc,  General  Electric  Gas  Turbine, 
General  Electric  Semiconductor,  General  Electric  Mobile  Radio, 
General  Mills,  Hughes  Aircraft/Electro-Optical,  Hughes 
Aircraft/Microelectronics,  Kendall-McGaw,  Kulicke  & Soffa, 
Lear-Siegler,  Modern  Mode,  Northrop  Advanced  Systems,  Pacific 
Enterprises,  Siemens  Transmission  Systems,  Talley  Defense 
Systems,  Van  de  Kamp's/Pillsbury,  Wabco/ American  Standard, 
Watkins-Johnson,  Weyerhaeuser,  and  Xerox. 
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Geographic 

Markets 


Approximately  98%  of  DSI's  fiscal  1989  revenue  was  derived  from 
the  U.S.  and  2%  from  the  U.K. 

In  addition  to  direct  sales,  DSI  has  software  resellers  in  Chicago 
and  the  U.K. 
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DATATEL  INC. 

3700  Mount  Vernon  Avenue 
Alexandria,  VA  22305 
(703) 549-4300 


COMPANY  HIGHLIGHT 

"W1'  \/of<dn-cU 

Earl  G.  Kendrick,  Jr.,  President 
Private  corporation 
Total  employees:  180 
Total  revenues,  fiscal  year 
end  12/31/77:  $7,300,000 


THE  COMPANY 

• Datatel,  Inc.  was  founded  in  May  1968  as  a data  processing  service  bureau.  In 
I 972  it  merged  with  Data  Technology,  another  service  bureau. 

• Traditionally  offering  general  business  and  utility  processing  services,  Datatel 
has  begun  to  target  industry-specialized  services.  Currently,  the  company's 
principal  business  is  providing  general  business  remote  computing  services  to 
wholesale  distributors  and  specialty  remote  computing  services  to  commercial 
banks.  It  also  provides  remote  computing  services  to  trade  associations,  unions 
and  the  U.S.  Congress;  offers  turnkey  systems;  and  sells  Microdata  minicom- 
puter hardware.  The  company  has  used  acquisition  to  add  new  services: 

The  acquisition  of  its  major  competitor,  Data  Associates,  in  late  1976 
added  on-line  bank  processing  software  and  users. 

The  acquisition  of  Digital  Management  Corporation  in  1975  added 
MANCOM  - an  on-line  correspondence  management  package  for  U.S. 
Congressmen  and  associations. 

• Revenues  increased  approximately  30%  between  1976  and  1977,  from  $5.6 
million  to  $7.3  million,  and  approximately  51%  between  1975  and  1976  from 
$3.7  million  to  $5.6  million.  Management  states  that  profits  have  increased 
annually  since  founding. 


KEY  PRODUCTS  AND  SERVICES 

• Datatel  provides  processing  services  in  batch  and  remote  computing  modes, 
offers  turnkey  systems  utilizing  Microdata  hardware,  and  is  an  authorized 

dealer  of  the  Microdata  REALITY  Minicomputer  System. 

• Services  offered  in  batch  mode  include: 

Keypunch  and  key-to-disk  data  entry  and  raw  times  sales  for  approxi- 
mately 300  users 
Specialty  services  for  I 5 banks 

Accounting  and  distribution  services  including  inventory  control,  order 
entry,  invoicing,  back  order  and  sales  analysis,  accounts  receivable  and 
payable,  payroll,  general  ledger,  financial  statements,  production 
control,  and  financial  forecasting 
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• Services  offered  in  remote  computing  mode  include: 

MANCOM,  a correspondence  management,  directory  maintenance,  and 
addressing  service  used  by  75  U.S.  Congressmen  and  20  membership 
associations.  Users  have  in-house  hard  copy  or  CRT  terminals  with  edit 
capability  as  well  as  access  to  high  speed  printers  at  Datatel  locations. 
Bank  processing,  generating  50%  of  applications  revenues,  has  40  users. 
Services  include  Central  Information  File  (CIF)  processing  for  demand 
deposit,  installment  loan,  savings,  certificate  of  deposit,  mortgage  loan, 
commercial  loan,  general  ledger,  and  check  reconciliation. 

• Approximately  100  Microdata  REALITY  Minicomputer  Systems  have  been 
installed  by  Datatel. 

Twenty-five  are  turnkey  systems  using  Datatel's  new  TOPS  (Total 
Office  Products  System)  software  package.  TOPS  contains  modules  for 
order  entry,  accounts  receivable  and  payable,  purchase  order,  inventory 
control,  payroll,  general  ledger,  management  information,  and  contract 
sales. 

Datatel  provides  maintenance  for  its  TOPS  proprietary  software  only. 
There  is  no  link  between  Datatel's  computer  and  its  clients'  in-house 
REALITY  Systems. 


APPLICATIONS  Fifty  percent  of  these  revenues  are  generated  by  specialty  services 
for  banking.  The  other  50%  come  from  utility  and  general  business  services. 


INDUSTRY  MARKETS  The  majority  of  Datatel's  revenues  are  derived  from  banks 
and  distributors  as  shown  below: 


Bank  ing-commerci  al 

50% 

Distribution 

30 

Retai  1 

10 

Wholesale 

20 

Government 

15 

Federal  agencies 

5 

U.S.  Congress 

10 

Other 

5 

Trade  associations 

5 

100% 


GEOGRAPHIC  MARKETS  More  than  80%  of  Datatel  revenues  are  derived  from  the 
Washington,  D.C. /Baltimore,  Maryland  region.  The  company  is  beginning  to  penetrate 
other  Southeastern  markets  through  banking  sales  in  West  Virginia  and  southern 
Virginia. 
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COMPUTER  HARDWARE  AND  SOFTWARE 

• Datatel  owns  one  Burroughs  B-3800  mainframe  which  is  used  for  on-line  bank 
processing  and  two  DEC  PDP/I  I -70s  used  for  on-line  congressional  and 
association  processing. 

• The  company  also  owns  an  IBM  360/30,  360/40,  and  360/50  for  remote 
computing  and  batch  processing.  It  has  20  IBM  2314  disk  packs,  12  IBM  2401 
tapes,  8 STC  3450  tapes,  4 IBM  1403  line  printers,  and  4 Computer  Machinery 
Corporation  (CMC)  1800  key-to-disk  data  entry  systems  with  55  stations. 

• Datatel's  equipment  is  located  in  Alexandria  and  Fredericksburg,  Virginia  and 
Baltimore,  Maryland. 
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COMPANY  HIGHLIGHT 


DATATEL  INC. 

3700  Mount  Vernon  Avenue 
Alexandria,  VA  22305 
(703)  549-4300 


Earl  G.  Kendrick,  Jr.,  President 
Private  corporation 
Total  employees:  180 

Total  revenues,  fiscal  year 
end  12/31/76:  $5.6  million 


THE  COMPANY 


• Datatel,  Inc.  was  founded  in  May  1968  as  a data  processing  service 
bureau.  In  1972  it  merged  with  Data  Technology,  another  service 
bureau. 

• The  company's  principal  business  is  batch  processing.  In  addition, 
it  now  offers  online  data  processing  for  trade  associations  and 
commercial  banks,  the  U.S.  Congress,  as  well  as  Microdata  mini- 
computer hardware  sales. 

• The  company  has  been  profitable  since  its  inception  in  1968  and  has 
experienced  yearly  profitability  increases.  Revenues  increased 
approximately  51%  between  1975  and  1976  from  $3.7  million  to  $5.6 
million.  Another  29%  revenue  growth  is  projected  by  management 
between  1976  and  1977,  from  $5.6  million  to  $7.2  million. 

• Traditionally  offering  a wide  variety  of  general  business  processing 
services,  Datatel  has  begun  to  target  industry-specialized  services 
for  banks  and  associations. 

- The  acquisition  of  Digital  Management  Corporation  in  1975  added 
MANCOM  - an  online  correspondence  management  package  for 

U.S.  Congressmen  and  associations  - to  Datatel ’s  service  offerings. 

- The  acquisition  of  its  major  competitor,  Data  Associates,  in  late 
1976  added  on-line  bank  processing  software  and  users. 


KEY  PRODUCTS  AND  SERVICES 


• Datatel  offers  services  in  batch  and  remote  computing  modes  as  well 
as  Microdata  hardware  sales. 

Utility  services  are  available  in  batch  mode  only. 

General  business  services  are  offered  in  batch  and  remote  computing 
modes . 

Specialty  services  for  banks  are  offered  in  remote  computing  mode. 

- In  addition  to  these  processing  services;  the  company  is  an 

authorized  dealer  of  the  Microdata  Reality®  Minicomputer  System. 
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• Batch  processing  includes  accounting  applications,  keypunch  and 
key-to-disk  data  entry,  and  raw  times  sales  for  approximately 
300  users.  In  addition,  specialty  services  are  provided  in  batch 
mode  to  15  banks.  The  basic  accounting  packages  include  inventory 
control,  order  entry,  invoicing,  back  order  and  sales  analysis, 
accounts  receivable  and  payable,  payroll,  general  ledger, 
financial  statements,  bills  of  material,  production  control, 
forecasting,  and  appropriation  accounting. 

• The  remote  computing  services  are: 

- MANCOM,  a correspondence  management,  directory  maintenance,  and 
addressing  service  used  by  75  U.S.  Congressmen  and  20  membership 
associations.  The  service  includes  in-house  hard  copy  or  CRT 
terminals  with  edit  capability  as  well  as  high  speed  printers 

at  Datatel  locations  for  large  print  jobs. 

- Bank  processing,  generating  50%  of  applications  revenues, 
has  10  users.  Services  include  installment  loan,  savings, 
mortgage  loan,  demand  deposit  accounting,  and  certificate  of 
deposit  processing. 

• Approximately  75  of  the  Microdata  Reality  Minicomputer  Systems  are 
installed. 

- Twenty  use  Datatel' s new  TOPS  (Total  Office  Products  System) 
package.  TOPS  modules  include  order  entry,  accounts  receivable 
and  payable,  purchase  order,  inventory  control,  payroll,  general 
ledger,  management  information,  and  contract  sales. 

- Datatel  provides  maintenance  for  its  TOPS  proprietary  software 
only. 

- There  is  no  link  between  Datatel 's  remote  computing  computer  and 
the  Reality  System. 


APPLICATIONS  Fifty  percent  of  these  revenues  are  generated  by  specialty 
services  for  banking  application.  The  other  50%  come  from  utility  services 
and  general  business  services  for  accounting  application. 
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INDUSTRY  MARKETS  The  majority  of  Datatel's  revenues  are  derived  from 
distributors  and  banks  as  shown  below: 


Banking 

Distribution 

Retail  15 

Wholesale  15 

Government 

Federal  5 

Other 

Trade  associations  10 
Other  5 


50% 

30 

5 

15 


100% 


GEOGRAPHIC  MARKETS 


• More  than  80%  of  Datatel  revenues  are  derived  from  the  Washington, 
D.C.  - Baltimore,  Maryland  region.  Datatel  has  branch  offices  in 
Washington,  D.C.;  Baltimore,  Maryland;  Fredericksburg,  Virginia; 
and  Dahlgren,  Virginia. 

• The  company  is  beginning  to  penetrate  other  Southeastern  markets 
through  hardware  sales  in  North  Carolina  and  southern  Virginia. 


COMPUTER  HARDWARE  AND  SOFTWARE 


• Datatel  owns  one  Burroughs  B-3800  mainframe  which  is  used  for  on-line 
bank  processing  and  two  DEC  PDP/ll-70s  used  for  on-line  congressional 
and  association  processing.  It  recommends  that  on-line  bank  clients 
use  Burroughs  terminals. 

• Datatel  owns  an  IBM  360/30  and  360/50,  and  leases  a 360/40  for  its 
batch  processing  services.  It  has  20  IBM  2314  disk  packs,  12  IBM 
2401  tapes,  8 IBM  3450  tapes,  4 IBM  1403  line  printers,  and  4 Computer 
Machinery  Corporation  (CMC)  1800  key-to-disk  data  entry  systems  with 
63  stations. 

• Datatel's  equipment  is  located  in  Alexandria  and  Fredericksburg, 
Virginia  and  Baltimore,  Maryland. 
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COMPANY  PROFILE 


DATATEL,  INC.  Ken  Kendrick,  President  and  CEO 

4375  Fair  Lakes  Court  Private  Company 


Fairfax,  VA  22033 
(703)  968-9000 

Total  Employees:  140  (8/91) 

Total  Revenue,  Fiscal  Year  End 
12/31/91:  $24,500,000* 

‘Company  estimate 

The  Company 

Datatel,  Inc.  was  founded  in  1968  to  provide  on-line  computing 
services.  The  company  currently  develops  and  markets  application 
software  products  and  turnkey  systems  for  higher  education 
administration  and  nonprofit  organizations. 

Since  its  inception,  Datatel  has  provided  software  to  more  than  700 
corporate  and  institutional  customers. 

It  is  estimated  that  the  company's  1991  revenue  will  reach  $24.5 
million,  a 15%  increase  over  1990  revenue  of  $20.5  million. 

Key  Products  and 
Services 

Approximately  65%  of  Datatel's  revenue  is  derived  from  application 
software  products  and  related  services,  with  the  remaining  35% 
from  turnkey  systems. 

Datatel's  software  products  and  turnkey  systems  are  available  for 
UNIX-based  environments  on  a range  of  hardware  platforms. 
Products  available  include  the  following: 

• ColleagueR  is  an  educational  administration  system  that  includes 
integrated  accounting  and  student  enrollment  functions.  It  is 
targeted  to  higher  education  institutions. 

• BenefactorR  is  a fundraising  management  system  that  includes 
support  for  donation  handling,  large  donor  tracking,  foundation, 
and  campaign  functions.  It  is  targeted  to  higher  education 
institutions  and  other  nonprofit  organizations. 

• Hardware  platforms  supported  include  DEC,  IBM,  Prime,  and 
Sequent. 
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Industry  Markets 


Geographic 

Markets 


Datatel  coordinates  all  aspects  of  hardware  and  software 
installation,  and  provides  training  and  customer  support  services. 
The  company  operates  a response  line  from  8 a.m.  to  8 p.m.  EST. 


Approximately  75%  of  Datatel's  revenue  is  derived  from  higher 
education  institutions,  including  colleges  and  universities.  The 
remaining  25%  of  revenue  is  derived  from  other  nonprofit 
organizations. 


One  hundred  percent  of  Datatel's  revenue  is  derived  from  the  U.S. 

In  addition  to  its  headquarters  in  Fairfax,  the  company  has  an  office 
in  San  Francisco  (CA). 


Page  2 of  2 


Copyright  1991  by  INPUT.  Reproduction  Prohibited 


September  1991 


COMPANY  PROFILE 


DATATEL  MINICOMPUTER  CO.  Ken  Kendrick,  Chairman 

4375  Fairlakes  Court  Tom  Davidson,  President  and  CEO 


Fairfax,  VA  22033 
(703)  968-9000 

Private  Company 

Total  Employees:  100  (10/89) 

Total  Revenue,  Fiscal  Year  End 
12/31/89:  $20,000,000* 

* Company  estimate 

The  Company 

Datatel  Minicomputer  Co.  was  founded  in  1968  to  provide 
timesharing  services.  The  company  currently  develops  and 
markets  application  software  products  and  turnkey  systems  for 
higher  education  administration  and  nonprofit  organizations. 

Since  its  inception,  Datatel  has  supplied  over  a thousand  hardware 
systems  and  provided  software  to  more  than  600  corporate  and 
institutional  customers. 

It  is  estimated  that  the  company's  1989  revenue  will  reach  $20 
million,  an  18%  increase  over  1988  revenue  of  $17  million. 

Key  Products  and 
Services 

Approximately  60%  of  Datatel's  revenue  is  derived  from  turnkey 
systems  and  40%  from  application  software  products. 

Datatel's  software  products  and  turnkey  systems  are  available  for 
UNIX-based  environments  on  a range  of  hardware  platforms. 
Products  available  include  the  following: 

• Colleague™  is  an  educational  administration  system  that 
includes  integrated  accounting  and  student  enrollment 
functions.  It  is  targeted  to  higher  education  institutions. 

• Benefactor™  is  a fundraising  management  system  that  includes 
support  for  donation  handling,  large  donor  tracking, 
foundation,  and  campaign  functions.  It  is  targeted  to  higher 
education  institutions  and  other  nonprofit  organizations. 

Datatel  coordinates  all  aspects  of  hardware  and  software 
installation,  and  provides  training  and  customer  support  services. 
The  company  operates  a response  line  from  9 a.m.  EST  to  5 p.m. 
PST. 
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Industry  Markets  Approximately  85%  of  Datatel's  revenue  is  derived  from  higher 

education  institutions,  including  colleges  and  universities.  The 
remaining  15%  of  revenue  is  derived  from  other  nonprofit 
organizations. 


Geographic  One  hundred  percent  of  Datatel's  revenue  is  derived  from  the  U.S. 

Markets 


In  addition  to  its  headquarters  in  Fairfax,  the  company  has  an 
office  in  San  Francisco  (CA). 
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COMPANY  PROFILE 


DATATEN  CORPORATION 

15560  Rockfield  Boulevard 
Irvine,  CA  927 1 8 
(714)  859-1529 


Edward  Allen,  President 
Private  Corporation 
Total  Employees:  23 
Total  Revenue,  Fiscal  Year  End 
10/31/85:  $3  million 


THE  COMPANY 

• DataTen  Corporation,  incorporated  in  California  in  May  1975,  provides 
processing  services  to  a variety  of  industries.  Clients  access  DataTen's 
computers  from  remote  locations,  as  well  as  at  DataTen's  data  center  in 
Irvine. 

• Fiscal  1985  revenue  reached  $3.0  million,  a 7%  increase  over  fiscal  1984 
revenue  of  $2.8  million.  A five-year  revenue  summary  follows: 


DATATEN  CORPORATION 
FIVE-YEAR  REVENUE  SUMMARY 
($  thousands) 


-_______F1SCAL  YEAR 

ITEM  ~ — 

10/85 

10/84 

10/83 

10/82 

10/81 

Revenue 

. Percent  increase 
(decrease)  from 

$3,000 

$2,800 

$2,200 

$2,800 

$2,100 

previous  year 

7% 

27% 

(2 1 %) 

33% 

17% 

• DataTen  management  estimates  fiscal  1986  revenue  will  reach  $3.5  million, 
primarily  due  to  the  growth  in  new  services  to  the  financial  services  industry. 


• DataTen  has  been  profitable  since  1979.  The  company's  operations  are  funded 
internally  and  there  are  no  plans  to  use  venture  capital. 

• Research  and  development  expenditures  average  approximately  10%  of  total 
expenditures  annually. 

• As  of  October  31,  1985,  DataTen  had  23  employees,  but  expects  that  number 
to  increase  to  28  or  29  by  the  end  of  fiscal  1986.  The  company  currently  has 
23  employees,  segmented  as  follows: 

Marketing/sales  3 

Customer  support/software  services  I i 

Computer  operations  6 

General  and  administrative  _3 

23 
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DataTen  considers  its  major  competitors  to  be  Security  Pacific  and  Bank  of 
America.  In  1984  its  major  competitors  were  Litton  Computer  Services, 
Boeing  Computer  Services,  and  McDonnell  Douglas  Information  Systems.  The 
change  is  due  to  DataTen's  increasing  emphasis  on  selling  its  services  to  the 
financial  services  industry. 


KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  DataTen's  fiscal  1985  revenue  was  derived  from 
processing  and  associated  support  services. 


Approximately  95%  of  processing  revenue  was  derived  from  clients 
using  DataTen's  applications  software,  the  remaining  5%  from  clients 
using  programming  languages,  software  development  tools,  and  other 
utility  software. 


Approximately  95%  of  processing  clients  access  DataTen's  computers 
remotely.  Five  percent  of  the  clients  use  terminals  and/or  work- 
stations on-site  in  DataTen's  offices. 


DataTen  provides  processing  and  associated  support  services  to  approximately 
1,200  clients  in  a variety  of  industries,  including  manufacturing,  banking  and 
finance,  retail,  utilities,  transportation,  and  federal  and  local  government. 
The  company  expects  to  add  300  to  400  clients  in  fiscal  1986.  All  of  these 
will  be  in  the  financial  services  industry.  DataTen's  offerings  are  shown  in  the 
exhibit. 

Applications  available  from  DataTen's  library  include  the  following: 

DataTen's  Network  Management  System  provides  telecommunications 
network  control  and  a relational  data  base  with  user -defined  formats. 
The  system  permits  tracking  of  files  and  records  for  inventory, 
electronic  mail,  sales,  and  other  applications.  It  allows  the  user  to 
format  graphics  on  terminal  screens,  write  reports,  maintain  system 
security,  and  perform  word  processing. 

Engineering. 


SPACt  V provides  both  static  and  dynamic  analysis  of  structures 
that  can  be  treated  as  assemblages  of  panels  or  lines.  It  studies 
forces  and  stresses  for  functions  such  as  column  buckling,  and 
analyzes  loads  and  torsions,  and  shear  moments  on  decks  and 
bridges.  SPACE  V can  provide  graphic  plots  or  structural 
models  if  desired. 

ICES/ROADS  addresses  the  variables  associated  with  highway, 
waterway,  railroad,  and  dike  locations  and  design. 

BOXES  furnishes  or  checks  structural  details  for  the  construc- 
tion of  reinforced  concrete  block  conduits. 
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EXHIBIT 


DATATEN  SOFTWARE  LIBRARY  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PRODUCT  NAME 

• OPERATING  ENVIRONMENT 

• DECISION  SUPPORT 

- IBM  4381  GROUP  II,  OS/MVS 

- MEGACALC 

• PROGRAMMING  LANGUAGES  SUPPORTED 

• GRAPHICS 

- COBOL  - C 

- GDDM 

- FORTRAN  - BASIC 

- PL/1  - ASSEMBLER 

• MAIL  MANAGEMENT 

- MAIL  SERVICES  (ZIP  + 4) 

• DATA  MANAGEMENT  SOFTWARE 

- MERGE/PURGE 

- NETWORK  MANAGEMENT  SYSTEM 

- CARRIER  ROUTING 

- ELECTRONIC  MAIL 

• UTILITY/DEVELOPMENT  PROGRAMS 

- CICS  - TSO 

• OTHER 

- QUIKJOB  - SPF 

- DATATEN  RESTAURANT  AND 

- UCC  2 DUO 

MANAGEMENT  SYSTEM 

- INVESTORNET 

• ENGINEERING 

- SPACE  V 

- ICES/ROADS 

- BOXES 

- RECTANGULAR  CHANNEL  DESIGN 

- STORM 

- HEC-2 

- ROADWAY  DESIGN  SYSTEM 

- URBAN  MASS  TRANSPORTATION 

ADMINISTRATION 
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. Rectangular  Channel  Design  (RCD)  is  used  to  furnish  or  check 
structural  details  for  the  construction  of  reinforced  concrete 
vertical-wall  channels. 

. STORM  calculates  hydraulic  grade  lines  of  storm  drain  systems, 
and  performs  hydraulic  analysis. 

. HEC-2  computes  and  plots— via  a printer— the  water  surface 
profile  of  rivers  or  other  channels. 

. The  Roadway  Design  System  (RDS)  allows  engineering  computa- 
tions of  both  horizontal  and  vertical  earth  work  for  road  design. 

. Urban  Mass  Transportation  Administration  assists  in  transporta- 
tion planning  and  traffic  assignment. 

Decision  Support. 


. MEGACALC  allows  the  user  to  perform  spreadsheet  data 
manipulation,  evaluation,  and  analysis  via  a CRT.  Data  can  be 
transferred  from  DataTen's  mainframe  to  the  user's  micro- 
computer. 

Graphics. 


Graphical  Data  Display  Manager  (GDDM)  is  a subroutine 
package  that  assists  in  displaying  graphics  on  IBM  terminals. 

Mail  Management. 


Mail  Services  software  appends  the  new  four  digit  suffixes  onto 
ZIP  codes  in  address  records  of  the  U.S.  and  its  territories.  It 
also  adds,  corrects,  or  confirms  five-digit  ZIP  codes. 

Electronic  Mail  is  used  for  interoffice  communications  and 
connects  to  Western  Union  for  Mailgrams. 

Merge/Purge  eliminates  duplications  in  address  files. 

Carrier  Routing  sorts  mail  to  carrier  routes  in  a single  pass  of 
input  data. 


Other. 


The  DataTen  Restaurant  and  Management  System  (DTRAMS) 
allows  intelligent  cash  registers,  or  point-of-sale  terminals,  to 
tie  in  directly  with  DataTen's  mainframe. 

Through  a two-way  telecommunications  link,  terminals 
unload  daily  sales  and  other  data  so  that  sales  analysis, 


o 
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cash  receipts,  inventory  control,  payroll,  and  other 
management  reports  can  be  generated. 

For  fast-food  restaurants,  the  reports  package  also 
includes  employee  productivity,  individual  menu  item 
costing,  cost  projections,  inventory  variance,  and  reorder. 

During  off-line  periods,  new  price  lookup  lists  and  other 
information  can  be  passed  to  the  terminals. 

. The  target  market  for  this  service  is  chain  restaurant  operators 
and  franchises. 

. There  are  currently  12  DTRAMS  clients. 

InvestorNet  (formerly  INVESTOR  LINK),  introduced  in  April  1985,  is  a 

financial  data  and  certificate  of  deposit  quotation  and  investment 

service. 

. DataTen  maintains  a data  base  of  financial  information  relating 
to  asset  size  and  net  worth  for  over  14,000  U.S.  banks  and  over 
4,000  savings  and  loans.  The  data  is  updated  quarterly. 

. InvestorNet  permits  investors  on-line  access  to  certificate  of 
deposit  rates  for  jumbo  CDs  (deposits  of  more  than  $100,000) 
available  from  various  financial  institutions.  The  investor  can 
conclude  transactions  on-line  without  personal  intervention. 
DataTen  is  currently  negotiating  with  more  than  600  financial 
institutions  for  participation  in  the  InvestorNet  service. 

. InvestorNet  is  targeted  to  large  investors  (such  as  public  funds, 
state  and  local  governments,  credit  unions,  and  pension  funds) 
and  to  participant  financial  institutions. 

INDUSTRY  MARKETS 

• DataTen's  fiscal  1985  revenue  was  derived  approximately  as  follows: 


Retail 

43% 

Financial  services 

20 

Manufacturing 

20 

Banking  and  finance 

10 

Federal  government 

2 

Local  government 

Other  (utilities,  transportation, 

3 

and  services) 

_2 

1 00% 
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• DataTen  clients  include  Fortune  1000  companies  as  well  as  smaller  companies 
with  $2  to  $5  million  in  sales. 

GEOGRAPHIC  MARKETS 


• One  hundred  percent  of  DataTen's  fiscal  1985  revenue  was  derived  from  the 
U.S.  Most  clients  are  located  in  the  Southwest. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• DataTen  has  one  IBM  4381,  Group  II,  operating  under  OS/MVS,  installed  at  its 
data  center  in  Irvine. 

• Other  hardware  includes  a Xerox  9700  laser  printer  and  an  IBM  3279  for  color 
graphics. 

• Clients  can  access  the  network  via  direct  dial,  dedicated  lines,  or  TYMNET. 
Facilities  are  also  available  for  data  entry  on-site  at  DataTen's  data  center. 
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COMPANY  PROFILE 


DATATEN  CORPORATION 

15560  Rockfield  Boulevard 
Irvine,  CA  92718 
(714)  859-1529 


Edward  Allen,  President 
Private  Corporation 
Total  Employees:  23 
Total  Revenue,  Fiscal  Year  End 
10/31/85:  $3  million 


THE  COMPANY 

• DataTen  Corporation,  incorporated  in  California  in  May  1975,  provides 
processing  services  to  a variety  of  industries.  Clients  access  DataTen's 
computers  from  remote  locations,  as  well  as  at  DataTen's  data  center  in 
Irvine. 

• Fiscal  1985  revenue  reached  $3.0  million,  a 7%  increase  over  fiscal  1984 
revenue  of  p2.8  million.  A five-year  revenue  summary  follows: 


DATATEN  CORPORATION 
FIVE-YEAR  REVENUE  SUMMARY 
($  thousands) 


YEAR 

ITEM 

10/85 

10/84 

10/83 

10/82 

10/81 

Revenue 

. Percent  increase 
(decrease)  from 

$3,000 

$2,800 

$2,200 

$2,800 

$2,100 

previous  year 

7% 

27% 

(2 1 %) 

33% 

17% 

DataTen  management  estimates  fiscal  1986  revenue  will  reach  $3.5  million, 
primarily  due  to  the  growth  in  new  services  to  the  financial  services  industry. 


DataTen  has  been  profitable  since  1979.  The  company's  operations  are  funded 
internally  and  there  are  no  plans  to  use  venture  capital. 

Research  and  development  expenditures  average  approximately  10%  of  total 
expenditures  annually. 

As  of  October  31,  1985,  DataTen  had  23  employees,  but  expects  that  number 
to  increase  to  28  or  29  by  the  end  of  fiscal  1986.  The  company  currently  has 
23  employees,  segmented  as  follows: 

Marketing/sales  3 

Customer  support/software  services  I I 

Computer  operations  6 

General  and  administrative  3 

23 
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DataTen  considers  its  major  competitors  to  be  Security  Pacific  and  Bank  of 
America.  In  1984  its  major  competitors  were  Litton  Computer  Services, 
Boeing  Computer  Services,  and  McDonnell  Douglas  Information  Systems.  The 
change  is  due  to  DataTen's  increasing  emphasis  on  selling  its  services  to  the 
financial  services  industry. 


KEY  PRODUCTS  AND  SERVICES 


• One  hundred  percent  of  DataTen's  fiscal  1985  revenue  was  derived  from 
processing  and  associated  support  services. 

Approximately  95%  of  processing  revenue  was  derived  from  clients 
using  DataTen's  applications  software,  the  remaining  5%  from  clients 
using  programming  languages,  software  development  tools,  and  other 
utility  software. 

Approximately  95%  of  processing  clients  access  DataTen's  computers 
remotely.  Five  percent  of  the  clients  use  terminals  and/or  work- 
stations on-site  in  DataTen's  offices. 


DataTen  provides  processing  and  associated  support  services  to  approximately 
1,200  clients  in  a variety  of  industries,  including  manufacturing,  banking  and 
finance,  retail,  utilities,  transportation,  and  federal  and  local  government. 
The  company  expects  to  add  300  to  400  clients  in  fiscal  1986.  All  of  these 
will  be  in  the  financial  services  industry.  DataTen's  offerings  are  shown  in  the 
exhibit. 

Applications  available  from  DataTen's  library  include  the  following: 


DataTen's  Network  Management  System  provides  telecommunications 
network  control  and  a relational  data  base  with  user -defined  formats. 
The  system  permits  tracking  of  files  and  records  for  inventory, 
electronic  mail,  sales,  and  other  applications.  It  allows  the  user  to 
format  graphics  on  terminal  screens,  write  reports,  maintain  system 
security,  and  perform  word  processing. 

Engineering. 


SPACE  V provides  both  static  and  dynamic  analysis  of  structures 
that  can  be  treated  as  assemblages  of  panels  or  lines.  It  studies 
forces  and  stresses  for  functions  such  as  column  buckling,  and 
analyzes  loads  and  torsions,  and  shear  moments  on  decks  and 
bridges.  SPACE  V can  provide  graphic  plots  or  structural 
models  if  desired. 

ICES/ROADS  addresses  the  variables  associated  with  highway, 
waterway,  railroad,  and  dike  locations  and  design. 

BOXES  furnishes  or  checks  structural  details  for  the  construc- 
tion of  reinforced  concrete  block  conduits. 
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EXHIBIT 


DATATEN  SOFTWARE  LIBRARY  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 


• OPERATING  ENVIRONMENT 

- IBM  4381  GROUP  II,  OS/MVS 

• PROGRAMMING  LANGUAGES  SUPPORTED 

- COBOL  - C 

- FORTRAN  - BASIC 

- PL/1  - ASSEMBLER 

• DATA  MANAGEMENT  SOFTWARE 

- NETWORK  MANAGEMENT  SYSTEM 

• UTILITY/DEVELOPMENT  PROGRAMS 

- CICS  - TSO 

- QUIKJOB  - SPF 

- UCC  2 DUO 

• ENGINEERING 

- SPACE  V 

- ICES/ROADS 

- BOXES 

- RECTANGULAR  CHANNEL  DESIGN 

- STORM 

- HEC-2 

- ROADWAY  DESIGN  SYSTEM 

- URBAN  MASS  TRANSPORTATION 
ADMINISTRATION 


APPLICATION  AREA/PRODUCT  NAME 


• DECISION  SUPPORT 

- MEGACALC 

• GRAPHICS 

- GDDM 

• MAIL  MANAGEMENT 

- MAIL  SERVICES  (ZIP  + 4) 

- MERGE/PURGE 

- CARRIER  ROUTING 

- ELECTRONIC  MAIL 

• OTHER 

- DATATEN  RESTAURANT  AND 
MANAGEMENT  SYSTEM 

- INVESTORNET 
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Rectangular  Channel  Design  (RCD)  is  used  to  furnish  or  check 
structural  details  for  the  construction  of  reinforced  concrete 
vertical-wall  channels. 


STORM  calculates  hydraulic  grade  lines  of  storm  drain  systems, 
and  performs  hydraulic  analysis. 

HEC-2  computes  and  plots— via  a printer— the  water  surface 
profile  of  rivers  or  other  channels. 

The  Roadway  Design  System  (RDS)  allows  engineering  computa- 
tions of  both  horizontal  and  vertical  earth  work  for  road  design. 

Urban  Mass  Transportation  Administration  assists  in  transporta- 
tion planning  and  traffic  assignment. 


Decision  Support. 


MEGACALC  allows  the  user  to  perform  spreadsheet  data 
manipulation,  evaluation,  and  analysis  via  a CRT.  Data  can  be 
transferred  from  DataTen's  mainframe  to  the  user's  micro- 
computer. 


Graphics. 


. Graphical  Data  Display  Manager  (GDDM)  is  a subroutine 
package  that  assists  in  displaying  graphics  on  IBM  terminals. 

Mail  Management. 


Mail  Services  software  appends  the  new  four  digit  suffixes  onto 
ZIP  codes  in  address  records  of  the  U.S.  and  its  territories.  It 
also  adds,  corrects,  or  confirms  five-digit  ZIP  codes. 

Electronic  Mail  is  used  for  interoffice  communications  and 
connects  to  Western  Union  for  Mailgrams. 

Merge/Purge  eliminates  duplications  in  address  files. 

Carrier  Routing  sorts  mail  to  carrier  routes  in  a single  pass  of 
input  data. 


Other. 


The  DataTen  Restaurant  and  Management  System  (DTRAMS) 
allows  intelligent  cash  registers,  or  point-of-sale  terminals,  to 
tie  in  directly  with  DataTen's  mainframe. 

Through  a two-way  telecommunications  link,  terminals 
unload  daily  sales  and  other  data  so  that  sales  analysis, 
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cash  receipts,  inventory  control,  payroll,  and  other 
management  reports  can  be  generated. 

For  fast-food  restaurants,  the  reports  package  also 
includes  employee  productivity,  individual  menu  item 
costing,  cost  projections,  inventory  variance,  and  reorder. 

During  off-line  periods,  new  price  lookup  lists  and  other 
information  can  be  passed  to  the  terminals. 

. The  target  market  for  this  service  is  chain  restaurant  operators 
and  franchises. 

. There  are  currently  12  DTRAMS  clients. 

InvestorNet  (formerly  INVESTOR  LINK),  introduced  in  April  1985,  is  a 

financial  data  and  certificate  of  deposit  quotation  and  investment 

service. 

. DataTen  maintains  a data  base  of  financial  information  relating 
to  asset  size  and  net  worth  for  over  14,000  U.S.  banks  and  over 
4,000  savings  and  loans.  The  data  is  updated  quarterly. 

. InvestorNet  permits  investors  on-line  access  to  certificate  of 
deposit  rates  for  jumbo  CDs  (deposits  of  more  than  $100,000) 
available  from  various  financial  institutions.  The  investor  can 
conclude  transactions  on-line  without  personal  intervention. 
DataTen  is  currently  negotiating  with  more  than  600  financial 
institutions  for  participation  in  the  InvestorNet  service. 

. InvestorNet  is  targeted  to  large  investors  (such  as  public  funds, 
state  and  local  governments,  credit  unions,  and  pension  funds) 
and  to  participant  financial  institutions. 

INDUSTRY  MARKETS 

• DataTen's  fiscal  1985  revenue  was  derived  approximately  as  follows: 


Retail 

43% 

Financial  services 

20 

Manufacturing 

20 

Banking  and  finance 

10 

Federal  government 

2 

Local  government 

Other  (utilities,  transportation, 

3 

and  services) 

_2 
1 00% 
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• DataTen  clients  include  Fortune  1000  companies  as  well  as  smaller  companies 
with  $2  to  $5  million  in  sales. 


GEOGRAPHIC  MARKETS 


• One  hundred  percent  of  DataTen's  fiscal  1985  revenue  was  derived  from  the 
U.S.  Most  clients  are  located  in  the  Southwest. 

COMPUTER  HARDWARE  AND  SOFTWARE 


• DataTen  has  one  IBM  4381,  Group  II,  operating  under  OS/MVS,  installed  at  its 
data  center  in  Irvine. 

• Other  hardware  includes  a Xerox  9700  laser  printer  and  an  IBM  3279  for  color 
graphics. 

• Clients  can  access  the  network  via  direct  dial,  dedicated  lines,  or  TYMNET. 
Facilities  are  also  available  for  data  entry  on-site  at  DataTen's  data  center. 
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DATATEN  CORPORATION 

15560  Rockfield  Boulevard 
Irvine,  CA  92718 
(714)  859-1529 


Edward  Allen,  President 
Private  Corporation 
Total  Employees:  23 
Total  Revenue,  Fiscal  Year  End 
10/31/84:  $2.8  million 


THE  COMPANY 

• DataTen  Corporation,  incorporated  in  California  in  May  1975,  provides 
processing  and  professional  services  to  a variety  of  industries. 

• Fiscal  1984  revenue  reached  $2.8  million,  a 17%  increase  over  fiscal  1983 
revenue  of  $2.4  million.  A five-year  revenue  summary  follows: 


DATATEN  CORPORATION 
FIVE-YEAR  REVENUE  SUMMARY 
($  thousands) 


• DataTen  management  estimates  fiscal  1985  revenue  will  reach  $3  million, 
primarily  due  to  the  growth  in  new  services  to  the  financial  services  industry. 


• DataTen  has  been  profitable  since  1979.  The  company's  operations  are  funded 
internally  and  there  are  no  plans  to  use  venture  capital. 

• Research  and  development  expenditures  average  approximately  6%  of  total 
revenue  annually. 

• As  of  October  31,  1984,  DataTen  had  23  employees.  The  company  currently 
has  approximately  23  employees,  segmented  as  follows: 

Marketing/sales  3 

Customer  support/software  services  I I 

Computer  operations  6 

General  and  administrative  _3 

23 
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• DataTen  considers  its  major  competitors  to  be  Litton  Computer  Services, 
Boeing  Computer  Services,  and  McDonnell  Douglas  Information  Services. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  91%  of  DataTen's  fiscal  1984  revenue  was  derived  from 
processing  services.  The  remaining  9%  was  derived  from  custom  programming 
professional  services  for  its  processing  clients. 

Approximately  95%  of  the  processing  clients  access  DataTen's  data 
center  remotely.  Five  percent  of  the  clients  use  terminals  and/or 
workstations  furnished  by  DataTen  at  its  data  center  for  their 
immediate  processing  needs. 

Approximately  95%  of  processing  revenue  was  derived  from  accessing 
applications  available  on  DataTen's  network  and  5%  from  utility 
processing. 

• DataTen  currently  provides  processing  and  associated  support  services  to 
approximately  1,200  clients  in  a variety  of  industries,  including 
manufacturing,  banking  and  finance,  retail,  utilities,  transportation,  and 
federal  and  local  government.  The  company's  network  offerings  are  shown  in 
the  exhibit. 

• DataTen's  Network  Management  System  provides  telecommunications  network 
control  and  a relational  data  base  with  user-defined  formats.  The  system 
permits  tracking  of  files  and  records  for  inventory,  electronic  mail,  sales,  or 
other  applications.  It  allows  the  user  to  format  graphics  on  terminal  screens, 
write  reports,  maintain  system  security,  and  perform  word  processing. 

• Applications  available  on  the  network  include  the  following: 

Engineering. 

. SPACE  V provides  both  static  and  dynamic  analysis  of  structures 
that  can  be  treated  as  assemblages  of  panels  or  lines.  It  studies 
forces  and  stresses  for  functions  such  as  column  buckling  and 
analyzes  loads  and  torsions  and  shear  moments  on  decks  and 
bridges.  SPACE  V can  provide  graphic  plots  or  structural 
models  if  desired. 

. ICES/ROADS  address  the  variables  associated  with  highway, 
waterway,  railroad,  and  dike  location  and  design. 

. BOXES  furnishes  or  checks  structural  details  for  the 
construction  of  reinforced  concrete  box  conduits. 

. Rectangular  Channel  Design  (RCD)  is  used  to  furnish  or  check 
structural  details  for  the  construction  of  reinforced  concrete 
vertical-wall  channels. 
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DATATEN  NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 


• OPERATING  ENVIRONMENT 

- IBM  4381  GROUP  II,  OS/MVS 

• PROGRAMMING  LANGUAGES  SUPPORTED 

- COBOL  - C 

- FORTRAN  - BASIC 

- PL/1  - ASSEMBLER 

• DATA  MANAGEMENT  SOFTWARE 

- NETWORK  MANAGEMENT  SYSTEM 

• UTILITY/DEVELOPMENT  PROGRAMS 

- CICS  - TSO 

- QUIKJOB  - SPF 

- UCC  2 DUO 

• ENGINEERING 

- SPACE  V 

- ICES/ROADS 

- BOXES 

- RECTANGULAR  CHANNEL  DESIGN 

- STORM 

- HEC-2 

- ROADWAY  DESIGN  SYSTEM 

- URBAN  MASS  TRANSPORTATION 
ADMINISTRATION 


APPLICATION  AREA/PRODUCT  NAME 


• DECISION  SUPPORT 

- MEGACALC 

• GRAPHICS 

- GDDM 

• MAIL  MANAGEMENT 

- MAIL  SERVICES  (ZIP  + 4) 

- MERGE/PURGE 

- CARRIER  ROUTING 

- ELECTRONIC  MAIL 

• OTHER 

- DATATEN  RESTAURANT  AND 
MANAGEMENT  SYSTEM 

- INVESTOR  LINK 
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. STORM  calculates  hydraulic  grade  lines  of  storm  drain  systems 
and  performs  hydraulic  analyses. 

. HEC-2  computes  and  plots,  via  a printer,  the  water  surface 
profile  of  rivers  or  other  channels. 

. The  Roadway  Design  System  (RDS)  allows  engineering 

computations  of  both  horizontal  and  vertical  earth  work  for  road 
design. 

. Urban  Mass  Transportation  Administration  assists  in 

transportation  planning  and  traffic  assignment. 

Decision  Support. 

. MEGACALC  allows  the  user  to  perform  spreadsheet  data 

manipulation,  evaluation,  and  analysis  via  a CRT.  Data  can  be 
transferred  from  DataTen's  mainframe  to  the  user's 
microcomputer. 

Graphics. 

. Graphical  Data  Display  Manager  (GDDM)  is  a subroutine 

package  that  assists  in  displaying  graphics  on  IBM  terminals. 

Mail  Management. 

. Mail  Services  software  generates,  assigns,  and  corrects  the  new 
nine  digit  ZIP  codes  to  address  records  of  the  U.S.  and  its 
territories.  It  also  adds,  corrects,  or  confirms  five-digit  ZIP 
codes. 

. Electronic  Mail  is  used  for  interoffice  communications  and 
connects  to  Western  Union  for  Mailgrams. 

. Merge/Purge  eliminates  duplications  in  address  files. 

. Carrier  Routing  sorts  mail  to  carrier  routes  in  a single  pass  of 
input  data. 


Other. 


The  DataTen  Restaurant  and  Management  System  (DTRAMS) 
allows  intelligent  cash  registers,  or  point-of-sale  terminals,  to 
tie  in  directly  with  DataTen's  mainframe. 

Through  a two-way  telecommunications  link,  terminals 
unload  daily  sales  and  other  data  so  that  sales  analysis, 
cash  receipts,  inventory  control,  payroll,  and  other 
management  reports  can  be  generated. 
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For  fast-food  restaurants  the  reports  package  also 
includes  employee  productivity,  individual  menu  item 
costing,  cost  projections,  inventory  variance,  and  reorder. 

During  off-line  periods,  new  price  lookup  lists  and  other 
information  can  be  passed  to  the  terminals. 

. The  target  market  for  this  service  is  chain  restaurant  operators 
and  franchises. 

. There  are  currently  12  DTRAMS  clients. 

INVESTOR  LINK,  introduced  in  April  1985,  is  a financial  data  and 

certificate  of  deposit  quotation  and  investment  service. 

. DataTen  maintains  a data  base  of  financial  information  relating 
to  asset  size  and  net  worth  for  over  14,000  U.S.  banks  and  over 
4,000  savings  and  loans.  The  data  is  updated  quarterly. 

. INVESTOR  LINK  will  also  permit  investors  on-line  access  to  the 
certificate  of  deposit  rates  for  Jumbo  CDs  (deposits  of  more 
than  $100,000)  available  from  various  financial  institutions.  The 
investor  will  be  able  to  conclude  a transaction  on-line  without 
personal  intervention.  DataTen  is  currently  negotiating  with 
more  than  600  financial  institutions  for  participation  in  the 
INVESTOR  LINK  service  and  expects  on-line  quotes  will  be 
available  by  April  30,  1985. 

. INVESTOR  LINK  is  targeted  to  large  investors  (such  as  public 
funds,  state  and  local  governments,  credit  unions,  and  pension 
funds)  and  to  participant  financial  institutions. 

• Approximately  9%  of  DataTen's  revenue  was  derived  from  custom 
programming  services  provided  to  its  processing  clients. 

INDUSTRY  MARKETS 

• DataTen's  fiscal  1 984  revenue  was  derived  approximately  as  follows: 


Retail 

63% 

Manufacturing 

20 

Banking  and  finance 

10 

Federal  government 

2 

Local  government 

Other  (utilities,  transportation, 

3 

and  services) 

__2 

100% 
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• DataTen  clients  include  Fortune  1000  companies  as  well  as  smaller  companies 
with  $2  to  $5  million  in  sales. 

GEOGRAPHIC  MARKETS 

• One  hundred  percent  of  DataTen's  fiscal  1984  revenue  was  derived  from  the 
U.S.  Clients  are  primarily  located  in  the  Southwest. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• DataTen  has  one  IBM  4381,  Group  II,  operating  under  OS/MVS,  installed  at  its 
data  center  in  Irvine. 

• Clients  can  access  the  network  via  direct-dial,  dedicated  lines,  or  TYMNET. 
Facilities  are  also  available  for  data  entry  on-site  at  DataTen's  data  center. 
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DATALEX,  INC. 

100  Pine  Street 
Suite  1600 
San  Francisco,  CA 
(415)  362-4466 


The  Company 


Key  Products  and 
Services 


Michael  Dotson,  President 
Private  Corporation 
Total  Employees:  22 

941 1 1 Total  Revenue,  Fiscal  Year  End 

10/31/91:  $2,000,000* * 

‘Company  estimate 


Datalex,  Inc.,  founded  in  1981,  markets  and  supports  the  Entrypoint 
90  microcomputer-based  data  entry  software  product.  Entrypoint 
90  is  used  by  both  public  and  private  institutions  conducting 
agricultural,  census,  household,  construction,  and  socioeconomic 
surveys.  Datalex  also  provides  custom  software  development 
professional  services. 

Major  competitors  include  DPX  Software  (the  ROAD/PC  package) 
and  Southern  Computer  Systems  (the  Key  Entry  III  package). 


Approximately  60%  of  Datalex's  revenue  is  derived  from  software 
products,  15%  from  associated  software  maintenance  services,  and 
25%  from  professional  services. 

Datalex's  primary  product  is  Entrypoint  90  (EP90),  a menu-driven 
data  entry  software  package  for  IBM  and  compatible 
microcomputers. 

• EP90  enables  users  to  create  custom  data-entry  formats-- 
complete  with  cross-field  checking,  look-up  table  validation,  and 
custom  help--for  nearly  any  existing  host  application.  A LAN 
module  allows  local  area  networks  to  support  any  combination  of 
EP90  application  developer  and  workstation  packages. 

• EP90  pricing  is  based  on  the  number  of  workstations  supported. 
For  example,  a system  with  one  application  developer  package 
and  five  workstation  packages  is  priced  at  $5,060.  A system  with 
one  application  developer  package  and  50  workstation  packages 
is  priced  at  $32,920.  Volume  discounts  of  $435  per  unit  are 
available  for  purchases  of  from  101  to  200  workstation  units. 
Pricing  includes  one  year  of  maintenance. 

■ There  are  currently  over  15,000  EP90  installations  worldwide. 
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• In  September  1989,  Datalex  announced  that  it  had  shipped  a 
number  of  EP90  systems  to  foreign  census  bureaus  in  support  of 
the  1990  census. 

In  September  1991,  Datalex  announced  two  new  products  as 

follows: 

• Entrypoint  90/Basic  includes  all  the  features  of  EP90  required 
for  standard  data  entry  applications,  but  does  not  have  the 
powerful  extensions  EP90  uses  to  implement  a custom 
environment,  external  program  links,  or  file  and  hardware 
control. 

- EP90/Basic  is  marketed  to  government  agencies  and 
educational  institutions.  An  application  developer  package  is 
priced  at  $645.  Workstation  packages  in  quantities  of  one  to 
ten  are  priced  at  $580.  Workstation  units  purchased  in 
volume  greater  than  25  units  are  available  for  $393.  Annual 
maintenance  is  an  additional  12%  of  the  software  purchase 
price. 

• Entrypoint  90/Plus  contains  all  the  features  of  EP90,  plus  new 
features  and  programs  for  use  in  the  Clinical  Trials  data  entry  as 
conducted  by  the  pharmaceutical  industry. 

- The  new  capabilities  include  an  Audit  Trail  Facility  that  meets 
FDA  audit  requirements  for  data  changes,  and  a new 
Customizable  User  Interface  capability  that  allows  deep 
customization  of  the  screen  look  and  flow. 

- A new  module,  the  Administrator,  contains  functions  for  use 
by  data  monitors  such  as  View  Matrix  (a  reporting  and  export 
program),  and  the  Application  Revise  Facility  (that  preserves 
data  while  changing  the  protocol). 

- EP90/Plus  is  marketed  to  pharmaceutical  companies  and 
contract  research  organizations  that  need  data  collection  of 
quality-critical  information,  usually  for  government 
requirements. 

- A system  with  one  application  developer  package,  one 
workstation  package,  one  administrator,  and  three  training 
credits  is  priced  at  $4,500. 

- A system  with  one  application  developer  package,  five 
workstation  packages,  one  administrator,  and  five  training 
credits  is  priced  at  $15,995. 
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Industry  Markets 


Geographic 

Markets 


- Pricing  includes  the  first  year  of  maintenance.  Volume 
discounts  of  $585  per  workstation  unit  are  available  for 
purchases  of  101  to  200  units. 

The  Datalex  Application  Design  Center  provides  a range  of 

technical  support  services  to  Datalex  customers,  including  the 

following: 

• Annual  software  maintenance  contracts  (available  for  15%  of  the 
product  price  per  year)  entitle  users  to  annual  product  upgrades 
and  problem-solving  technical  assistance  during  all  phases  of 
application  design  and  workstation  operation. 

- An  Electronic  Bulletin  Board  Service,  toll-free  hotline,  and 
trouble-shooting  services  are  available. 

• Consulting  services  include  the  analysis  of  customer  needs  and 
the  development  of  detailed  technical  specifications  for  EP90 
applications.  Consulting  services  are  billed  on  an  hourly  basis, 
with  a minimum  charge  for  on-site  services  of  $925. 

• Datalex  programmers  can  design,  code,  test,  and  install 
customized  data  entry  systems  using  EP90.  Application  design 
work  is  billed  on  a time-and-materials  basis. 

• Specialized  training  courses  are  available  for  application 
designers  and  data  entry  operators.  A three-day  training 
program  at  Datalex  headquarters  is  priced  at  $750  per  student. 
An  on-site,  three-day  program,  which  can  accommodate  up  to  12 
students,  is  priced  at  $1,200  per  day,  plus  instructor  travel 
expenses. 


Datalex  software  clients  include  pharmaceutical/chemical  firms; 
hospitals;  universities  and  colleges;  school  boards  and  districts; 
manufacturers;  petroleum  refining  and  mining  companies;  public 
transportation  agencies;  insurance  companies;  computer  hardware, 
software,  and  consulting  companies;  U.S.  state  and  federal  agencies; 
and  international  firms. 


Approximately  70%  of  Datalex's  revenue  is  derived  from  the  U.S. 
and  30%  from  international  sources,  including  Canada,  Europe,  the 
U.K.,  and  Australia. 

The  company's  products  are  marketed  in  the  U.S.  through  a direct 
sales  force,  and  internationally  through  distributors. 
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COMPANY  PROFILE 


DAT  ALEX,  INC. 

650  Fifth  Street,  Suite  406 
San  Francisco,  CA  94107 
(415)  541-0780 


John  J.  Tibbetts,  President 
Private  Corporation 
Total  Employees:  12 
Total  Revenue,  Fiscal  Year  End 
10/31/85:  $1,000,000* 


THE  COMPANY 

• Datalex,  founded  in  1981,  provides  microcomputer-based  data  entry  software. 

• Datalex  currently  has  12  employees,  8 are  professional  staff  and  4 are  support 
staff. 

• Major  competitors  include  IBM's  SIDES/PC  and  Data  Systems  Software  Inc.'s 
ENTRYMANAGER  packages. 

KEY  PRODUCTS  AND  SERVICES 

• Datalex  derived  all  of  fiscal  1985  revenue  from  software  (85%  software 
products  and  15%  maintenance  fees). 

• ENTRYPOINT,  introduced  in  1981,  is  a menu-driven  data  entry  software 
package.  The  system  is  written  for  two  levels  of  users.  One  level  is  written 
for  the  developer  of  forms  for  specific  applications  and  the  other  level  is 
written  for  the  operator  who  keys  in  the  data. 

Features  of  ENTRYPOINT  include  a screen-oriented  editor  that 
provides  free-form  screen  layout;  the  ability  to  produce  and  merge 
single  or  multi-form  files;  and  designer  specified  field  edit,  check, 
validation,  and  verification  procedures.  In  addition,  the  system 
provides  batch  data  management  for  insertions,  deletions,  and  modifi- 
cation of  data  screens;  and  reformatting  techniques. 

. A developer  can  use  the  high-level  programming  language, 
LOGIC,  to  handle  form  control,  calculations  and  data  checks, 
and  to  develop  applications.  Ten  defined  user  functions  are 
incorporated  into  keyboard  function  keys,  and  the  system  allows 
up  to  20  programmable  function  keys. 

. Datalex  offers  installation  assistance  and  application  guidance. 
Telephone  support  is  given  through  a toll-free  hotline  number. 

ENTRYPOINT  operates  on  IBM  PC,  PC/XT,  PC/3270,  or  compatible 
microcomputers  running  the  PC-DOS  version  2.0  or  2.1  operating 
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system.  The  computer  system  must  have  a minimum  of  25 6 Kbytes  of 
main  memory,  640  Kbytes  of  floppy  disk  storage,  or  a hard  disk. 


Pricing  is  as  follows: 

. The  one-time  license  fee  for  a Developer  System  is  $845.  The 
price  includes  an  operator  manual,  a tutorial  manual,  a 
reference  manual,  a 30-day  warranty,  and  hotline  support. 

. The  one-time  license  fee  for  an  Operator  System  is  $545.  The 
price  includes  an  operator  manual  and  a 30-day  warranty. 

. The  ENTRYPOINT  Five  System  Option  is  priced  at  $1,995.  This 
price  includes  one  Developer  System,  four  Operator  Systems,  a 
30-day  warranty,  and  hotline  support. 


There  are  currently  more  than  7,000  packages  installed. 


INDUSTRY  MARKETS 


• While  Datalex's  software  is  a cross-industry  product,  Datalex  derived  fiscal 
1985  revenue  almost  evenly  from  the  discrete  manufacturing,  banking  and 
finance,  and  education  industries,  and  from  the  federal  government. 

GEOGRAPHIC  MARKETS 

• Approximately  70%  of  fiscal  1985  revenue  was  derived  from  across  the  U.S. 
and  20%  was  derived  from  Canada.  The  remaining  10%  was  derived  from 
other  foreign  countries  including  Australia  and  China. 


Datalex  markets  its  software  through  a direct  sales  force. 

COMPUTER  HARDWARE 

• Datalex  has  the  following  hardware  installed  at  its  headquarters: 


10  IBM  PC/XTs. 

1 IBM  PC/AT. 

2 Compaqs. 
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DATATROL,  INC. 

Kane  Industrial  Drive 
Hudson,  MA  01749 
(617)  568-1411 


Edward  S.  Walter,  President 
Wholly  owned  subsidiary  of  Applied 
Devices  Corporation 
Total  employees:  300 
Total  revenues,  fiscal  year  end 
10/31/77:  $10,000,000 


THE  COMPANY 

• Datatrol,  Inc.  designs,  manufactures,  and  supports  computerized  transaction 
processing  terminal  systems  for  the  banking,  retailing,  and  public  gaming 
industries. 

• The  company  was  founded  in  1969.  After  entering  into  a Chapter  II 
reorganization  in  1974,  Datatrol  became  a subsidiary  of  Applied  Devices 
Corporation  of  Hauppauge,  NY,  a defense  electronics  contractor  specializing 
in  radar  systems,  simulators  and  training  devices,  fire-control  computers, 
gyroscopic  instruments,  electronic  warfare  equipment,  and  navigation  and 
display  systems. 

• In  fiscal  year  1977,  Applied  Devices  Corporation  had  revenues  of  $25.5  million 
and  a net  income  of  $2.2  million  with  a $57  million  backlog.  Projected 
corporate  revenues  for  fiscal  1978  will  be  approximately  $40  million. 

• In  November  1977,  Applied  Devices  announced  that  Datatrol  had  filed  suit 
against  Bunker  Ramo  Corporation  for  release  of  confidential  information  and 
trade  secrets  concerning  Datatrol's  financial  transaction  terminal,  the  FT-32. 


KEY  PRODUCTS  AND  SERVICES 

• Datatrol  supplies  electronic  banking  systems,  retail  credit  authorization 
systems,  retail  point-of-sale  systems,  and  on-line  public  gaming  systems.  All 
utilize  terminal-based  communications  networks.  Datatrol  provides  all  the 
software  and  hardware  maintenance. 

• With  the  acquisition  of  Addressograph-Multigraph  Corporation's  AMCAT  ter- 
minal line  in  1977  together  with  Datatrol's  own  innovations  in  transaction 
terminals,  Datatrol  has  now  become  one  of  the  largest  suppliers  in  the  banking 
industry,  according  to  management.  More  than  10,000  Datatrol  terminals  now 
operate  nationwide. 


September  1978 

© 1978  by  INPUT,  Menlo  Park,  CA  94025.  Reproduction  Prohibited. 


INPUT 


COMPANY  HIGHLIGHT/DATATROL,  INC. 


o 


• The  FT-3200  series  of  electronic  banking  terminals  provide  financial  institu- 
tions with  cost-effective  services  for  credit  card  authorization,  check  verifi- 
cation and  guarantee,  teller  information,  consumer-operated  electronic  bank- 
ing at  branch  and  retail  locations,  and  full  service  teller  terminal  systems. 

According  to  management,  these  terminals  eliminate  the  need  for  an 
expensive  branch-level  controller  by  enabling  direct  communications 
via  phone  lines  with  host  computers. 

These  programmable  terminal  systems  permit  customizing  operations  to 
the  intended  application. 

• Datatrol's  CS-6000  credit  authorization  system--an  on-line,  standalone 
system— provides  high-speed  authorization  plus  a full  positive  credit  authori- 
zation customer  file  on  its  minicomputer.  The  flexible  system  is  tailored  to 
user  requirements  and  is  designed  to  minimize  manpower  needs  by  reducing 
telephone  usage. 

• The  retail  point-of-sale  system— the  RC-6100—  is  designed  for  department  and 
specialty  store  chains  with  multiple  locations.  The  system's  IDT-6000  terminal 
interfaces  directly  with  its  own  store-level  controller,  eliminating  the  need  for 
a headquarters  center  computer.  The  store-level  controller  with  its  own 
minicomputer  processor  handles  all  communications  both  in-store  and  with  the 
central  system.  The  central  system  stores  information  plus  retrieves  customer 
credit  and  check  cashing  information.  The  central  minicomputer  handles  up  to 
25,000  transactions  an  hour— with  up  to  100  stores  on-line. 

• Last  January  Datatrol  introduced  its  new  IDT-6050  standalone  point-of-sale 
terminal  that  captures  sales,  merchandising,  inventory,  and  employee  data  on 
a data  cartridge  suitable  for  direct  computer  input. 

• Datatrol's  Online  Lottery  Gaming  System  is  capable  of  recording  bets  and 
authorizing  payments,  with  a unique  maximum  security  system.  It  can  handle 
up  to  10,000  wagers  a minute. 

After  successfully  designing,  implementing,  and  operating  an  on-line 
daily  numbers  game  with  600  terminals  for  the  State  of  Michigan, 
Datatrol  was  contacted  by  the  Rhode  Island  Lottery  to  develop  and 
operate  its  daily  numbers  game.  This  200  terminal  network  went  on- 
line in  January. 

During  1978,  the  company  won  two  contracts  to  design,  develop,  and 
implement  separate  lottery  systems  for  the  Ontario  Lottery  Corpora- 
tion and  Lotto  Quebec.  Approximately  3,000  terminals  will  be  included 
in  the  two  systems.  The  one  year  contracts,  totalling  $18.8  million  for 
Ontario  and  $11.2  million  for  Quebec,  will  be  fulfilled  during  fiscal 
1979.  Follow-on  contracts  for  facilities  management  of  the  systems 
are  renewable  in  18  month  cycles. 
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INDUSTRY  MARKETS 

• Datatrol's  revenues  are  derived  from  the  retail  distribution,  financial,  and 
state  government  industries. 

• Major  retail  chains  now  using  Datatrol's  POS  and  credit  authorization  systems 
include  Lord  and  Taylor,  Sibley's,  Stix,  Baer  & Fuller,  Horne's,  L.  S.  Ayres,  J. 
W.  Robinson,  Pogues,  J.  L.  Hudson,  Jacobson's,  Saks  Fifth  Avenue,  and  G.  Fox. 

• Major  financial  systems  contracts  have  come  from  American  Express, 
BayBanks  of  Massachusetts,  Citizens  Bank  of  Flint  (Michigan),  First  National 
Bank  of  Atlanta,  and  Lincoln  First  Bank  of  Rochester  (New  York). 

• Government  clients  include  gaming  commissions  in  Rhode  Island,  Michigan, 
Quebec,  and  Ontario. 


GEOGRAPHIC  MARKETS 

• The  majority  of  company  revenues  are  from  the  Northeast,  North  Central  and 
Western  states.  Remaining  revenues  are  derived  from  throughout  the  U.S.  In 
addition,  the  company  has  installations  in  the  Netherlands,  Santiago,  Chile, 
and  Canada. 

• Datatrol  has  support  service  representatives  in  70  major  metropolitan  areas  in 
36  states. 
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DATASERV,  INC. 

12125  Technology  Drive 
Eden  Prairie,  MN  55344-7399 
Phone:  (612)829-6000 


President: 

Status: 

Parent: 


Phil  Hinderaker 
Subsidiary 
BellSouth  Corp. 

1,250 

$102,000,000* * 
12/31/91 
* INPUT  estimate 


Total  Employees: 
Service  Revenue: 
Fiscal  Year  End: 


Key  Points 


• Dataserv,  Inc.  is  one  of  the  top  independent  providers  of 
support  services  in  the  U.S. 

• Dataserv's  affiliation  with  the  other  divisions  of  BellSouth 
Telecommunications  gives  Dataserv  access  to  a large,  common 
sales  organization  to  assist  in  reaching  a larger  customer 
market. 

• Dataserv  is  part  of  BellSouth's  integrated  strategy  to  provide 
business  customers  with  a comprehensive  set  of  services.  By 
combining  complimentary  business  units,  BellSouth  believes  it 
is  better  able  to  provide  more  enhanced,  comprehensive 
services  to  its  customers. 

• Dataserv's  primary  focus  is  on  large,  multiregional  businesses. 
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Company 

Description 

Dataserv  is  a nationwide  provider  of  custom  solutions  for 
computer  maintenance,  technology  conversion,  network 
management,  support  of  customer  critical  applications,  parts 
supply,  and  retail  applications  software.  The  company  is 
organized  into  three  major  divisions: 

• The  Custom  Solutions  Division  provides  maintenance  support 
and  technology  conversion. 

• The  Parts  Division  provides  parts,  services,  and  support. 

• The  Retail  Applications  Division  offers  specialty  store  software 
solutions. 

Company 

History 

Dataserv,  founded  in  1970,  was  acquired  by  BellSouth  in  1987.  In 
1992,  Dataserv  was  realigned  under  BellSouth  Business  Systems,  a 
subsidiary  of  BellSouth  Telecommunications. 

BellSouth  Business  Systems  includes  the  commercial  units  of 
BellSouth's  regional  phone  companies,  and  was  created  to  focus 
on  the  needs  of  customers  through  the  combination  of  the 
companies'  business  sales  and  systems  management  operations. 

Financials 

INPUT  estimates  that  Dataserv's  1991  services  revenues  were 
approximately  $102.0  million.  This  is  an  increase  of  13%  from 
estimated  1990  revenues  of  $90.0  million. 

Competitors 

Dataserv  encounters  the  strongest  competition  in  maintenance 

and  telecommunications. 

• Major  maintenance  competitors  include:  Bell  Atlantic  Business 
Systems  Service,  IBM,  Intelogic  Trace,  JWP  Information 
Systems,  ComputerLand,  and  Electronic  Data  Systems  (EDS). 

• In  telecommunications,  Dataserv's  strongest  competitors  are 
AT&T  and  Rolm. 

• Other  competitors  are  Century,  Microexchange,  Magnetic 
Data,  CSR  and  Data  Systems  for  parts  supply,  and  IBM  CRS, 
Techpoint,  Plourde,  and  Retail  Store  Systems  for  retail 
applications. 
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Key  Products 
and  Services 

Dataserv  is  organized  into  three  divisions--the  Custom  Solutions 

Division,  the  Parts  Division,  and  the  Retail  Applications  Division. 

• The  Custom  Solutions  Division  emphasizes  technology 
conversions  and  installations,  and  technology  support  programs. 
Dataserv  offers  nationwide  maintenance  support  for  IBM, 

NCR,  and  related  peripherals.  Retail  support  includes  system 
set-up  and  staging,  site  prep,  training,  installation, 
deinstallation,  and  assembly  of  hardware  with  software. 

• The  Parts  Division  focuses  on  value-added  parts  services  for 
computer  service  companies  and  self-maintenance  programs. 
The  division  provides  emergency  parts  distribution  services, 
self-maintenance  support,  and  parts  support,  including  parts 
sales,  repair,  training,  Advanced  ExchangeSM  Service,  REOSM 
Service  (Remote  Entry  Order  Service)  and  support  services. 

• The  Retail  Applications  division  provides  custom-designed 
software  systems  for  retail  department  stores,  mass  merchants, 
specialty  stores,  and  non-traditional  retailers. 

- The  systems  include  SURPASSR,  Dataserv's  specialty  store 
POS  software  solution,  and  GSA,  IBM's  General  Sales 
Application,  which  Dataserv  has  enhanced  and  supports. 

- Total  POS  solutions  are  provided,  consisting  of  POS 
hardware  and  software,  hardware/software  integration 
services,  installation,  and  hardware/software  maintenance. 
The  strategy  is  to  target  the  larger  retail  customers  serving  a 
large  geographic  area  with  complete  POS  solutions. 

Industry 

Markets 

Dataserv  markets  its  products  and  services  to  large  companies 
involved  in  high  volume  transaction  processing.  The  main  targets 
are  the  retail,  banking,  insurance,  and  telecommunications 
industries. 

Geographic 

Markets 

Dataserv's  geographic  coverage  is  national,  focusing  on 
multiregional  companies. 

The  vast  majority  of  Dataserv's  1991  revenue  was  derived  from 
providing  service,  software,  and  parts  to  customers  in  the  U.S., 
with  the  remainder  from  international  customers. 
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April  1995 

DataTimes  Corporation 


President  & CEO:  Allen  W.  Paschal 

14000  Quail  Springs  Parkway 
Suite  450 

Oklahoma  City,  OK  73134 
Phone:  (405)  751-6400 

Fax:  (405)  755-8028 

Customer  Service:  (800)  642-2525 


Status:  Private 

Major  Stockholder:  Oklahoma  Publishing  Co 

Employees:  185* 

Revenue:  $30,000,000* 

Fiscal  Year  End:  12/31/94 

• INPUT  estimates 

Key  Points 

• DataTimes  provides  a range  of  on-line  information 
sources  to  approximately  15.000  subscribers. 

• In  November  1994,  DataTimes  announced  a major 
revamping  of  its  product  and  service  offerings, 
extending  its  on-line  services  to  and  pricing  them 
for  companies  and  organizations  of  any  size. 

• As  part  of  the  announcement.  DataTimes 
introduced  EyeQSM.  a Windows-based  graphical 

© INPUT  1995 


user  interface  with  enhanced  search  capabilities 
that  reportedly  makes  access  to  DataTimes’ 
services  as  easy  to  use  as  well-known  consumer  on- 
line services.  A new  network  for  non-Windows 
users.  DataTimes®  Online,  also  was  introduced. 

• DataTimes"  simplified  pricing  structure  eliminates 
most  connect  charges,  as  well  as  charges  for 
searching.  Apart  from  a monthly  subscription  fee. 
users  pay  only  for  documents  they  '‘buy”  on-line. 
The  new  pricing  reportedly  saves  DataTimes 
customers  an  average  of  30%  per  month. 

• DataTimes  has  received  significant  backing  from 
Oklahoma  Publishing  Co.  in  support  of  EyeQ  and 
DataTimes  Online  development  and  marketing  and 
DataTimes  new  data  center. 
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• In  1994,  DataTimes  acquired  a majority  stake  in 
San  Francisco-based  Avenue  Technologies,  an 
electronic  publisher  of  on-demand,  customized 
reports  for  investors  and  the  corporate  information 
market.  Avenue’s  brand  names  include  “Fortune 
Company  Profiles,”  marketed  in  conjunction  with 
FORTUNE  Magazine.  The  acquisition  gave 
DataTimes  access  to  a wider  range  of  products  and 
services. 

Company  Description 

DataTimes  Corporation  provides  electronic  searching 
and  retrieval  of  more  than  5,200  information  sources, 
including  local,  regional,  national  and  international 
newspapers,  newswires,  magazines,  trade 
publications  and  business  journals;  television  and 
radio  transcripts;  SEC  filings;  investment  analyst 
reports;  historical  stock,  bond  and  mutual  fund 
prices;  company  profiles;  and  other  business  and 
financial  databases. 

In  addition  to  its  on-line  networks,  DataTimes  offers 
faxed-based  executive  briefing  services,  a 
NewsPipelineSM  service  to  feed  corporate  local-area 
networks  (LANs),  an  in-house  information  research 
service,  library  archiving,  and  (in  conjunction  with 
Real  World  Intelligence)  an  off-the-shelf  software 
package  that  combines  automated  on-line  searching 
with  business  intelligence  analysis. 

DataTimes  was  founded  in  1980  by  president  and 
CEO  Allen  Paschal  and  certain  family  members. 

The  company  is  currently  85%  owned  by  Oklahoma 
Publishing  Company  (which  is  owned  by  the  Edward 
L.  Gaylord  family)  and  15%  owned  by  Mr.  Paschal 
and  family. 

• From  October  1989  until  1994.  Dow  Jones  owned 
15%  of  DataTimes.  During  1 989.  DataTimes  and 
Dow  Jones  merged  the  content  and  search 
platforms  of  their  respective  on-line  services,  using 
Dow  Jones'  data  center  in  South  Brunswick  (NJ). 

• During  1994.  Dow  Jones  sold  its  position  to 
DataTimes  Corporation.  Though  now  separated. 


Dow  Jones  continues  to  be  a distribution  partner 
for  DataTimes. 

• DataTimes’  on-line  operations  are  now  supported 
from  a new  DataTimes  data  center  in  Oklahoma 
City. 

Organization  and  Structure 

DataTimes  is  headquartered  in  Oklahoma  City  and 
has  additional  offices  in  San  Francisco  and 
Washington.  D.C. 

The  company  is  headed  by  founder  Allen  Paschal. 
Other  officers  include: 

• John  Paschal,  Senior  Vice  President  and  Chief 
Technology  Officer 

• Wes  Crews,  Vice  President,  Corporate 
Development 

• Tim  Bradbury,  Vice  President.  Business 
Development 

• Brad  Watson,  Vice  President,  Information  Sales 
and  Marketing 

• Linda  Paschal,  Director,  Library  Services  Division 

• John  Buckman.  Communications  Director 

Company  Strategy 

DataTimes’  November  1994  announcement  of  the 
"rebirth”  of  its  on-line  serv  ices  caps  a year  of 
intensive,  secret  development  work  by  DataTimes 
and  Houston-based  Insource  Technology 
Corporation,  a technology  re-engineer  and  software 
developer.  The  development  project  was  established 
to  offer  business  users  a front-end  as  easy  to  use  as 
America  Online,  more  depth  (sources)  and 
completely  predictable  pricing  structure. 

DataTimes'  goal  is  to  revolutionize  and  redefine  the 
business  information  marketplace,  making  services 
available  to  more  organizations  and  more  persons 
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within  organizations  by  offering  easy  access  and 

reduced  pricing. 

• Instead  of  targeting  services  to  the  professional 
researcher,  DataTimes  wants  to  move  information 
requests  from  the  corporate  library  to  CEOs’  and 
marketers’  desktops  as  well  as  the  millions  of 
businesses  that  have  not  yet  subscribed  to  any  on- 
line information  service. 

• The  relaunched  service  will  initially  target  the 
broadcast  and  print  media,  advertising  and  public 
relations  and  corporate  sectors. 

• The  company  is  also  expanding  its  target  market 
beyond  large  corporations  and  information 
specialists  to  include  small  and  medium-sized 
companies. 

• Through  its  EyeQ  service,  DataTimes  is  seeking  to 
move  past  "data  dumping”  toward  providing  tools 
to  assist  in  focused  searching,  reporting  and 
analysis. 

• The  company  is  attempting  to  increase  its  market 
share  and  revenue  by  providing  significantly  more 
information,  more  easily  and  fruitfully  for  a greater 
number  of  customers  at  lower  per-search  costs. 


• DataTimes  is  appealing  to  cost-conscious 
companies  by  eliminating  complicated  billing  in 
favor  of  a flat  $39  monthly  tee  and  $3  for  most 
documents. 

In  order  to  attract  a significant  number  of  new 
subscribers,  DataTimes  offers  free  EyeQ  and 
DataTimes  Online  software  kits  through  its 
headquarters  office. 

DataTimes  plans  to  offer  Internet  services  by  the  end 
of  1995,  a Macintosh  interface  to  its  on-line  services, 
and  access  to  multimedia  data  files,  among  other 
planned  innovations. 

Possible  future  plans  include  extension  of  serv  ice 
outside  North  America,  addition  of  public  record 
information  to  the  service,  interactivity,  customized 
reporting  services  and  other  new  products. 

Financials 

It  is  estimated  that  DataTimes'  revenue  reached  $30 
million  in  1994,  compared  to  $21  million  in  1993. 

• DataTimes  management  claims  that  the  company’s 
profit  margins  are  significantly  higher  than  the 
industry  average  of  1 0%  to  1 2%. 

• A five-year  revenue  summary  follows: 


DataTimes  Corporation 
Five-Year  Revenue  Summary  * 
($  Millions) 


Fiscal  Year 

Item 

1994 

1993 

1992 

1991 

1990 

Revenue 

$30 

$21 

$14 

$9 

$6 

• Percent  change  from 

previous  year 

43% 

50% 

55% 

50% 

N/A 

* INPUT  estimates 


Market  Financials 

DataTimes  revenue  is  derived  from  a range  of 
industries. 


The  company’s  customers  include  professionals 
involved  in  marketing,  communications,  financial 
planning  and  development,  law  and  journalism. 
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Through  1994,  the  majority  of  DataTimes’ 
customers  were  information  specialists  in  larger 
corporations/organizations. 

Geographic  Markets 

More  than  90%  of  DataTimes’  business  comes 
from  North  America.  The  majority  of  clients  are 
located  in  the  U.S. 

Acquisitions 

In  1994,  DataTimes  acquired  San  Francisco-based 
Avenue  Technologies,  a provider  of  customized 
business  and  investment  reports.  Avenue 
Technologies,  founded  in  1990,  produces 
DataTimes’  Executive  Reports  and  Industry 
Scorecards. 

Employees 

INPUT  estimates  that  DataTimes  has 
approximately  1 85  employees,  up  from  an 
estimated  140  employees  a year  ago. 

Key  Products  and  Services 

The  DataTimes  network  provides  electronic 
searching  and  retrieval  of  up-to-the-minute 
newswires,  newspapers,  magazines,  trade 
publications,  television  and  radio  transcripts, 
financial  databases,  company  profiles  and 
numerous  other  sources  from  the  U.S.  and  around 
the  world. 

Network  Offerings 

Information  sources  available  on  the  DataTimes 
network  includes: 

• U.S.  Newspapers — News  on-line  is  provided 
from  all  50  states  and  the  District  of  Columbia. 
Full-text  is  available  from  more  than  100  major 
metropolitan  markets  and  same-day  access  is 
provided  to  national  and  regional  business  news 
from  more  than  1 40  newspapers. 


• Other  National  News — Access  to  national 
circulation  magazines,  newspapers,  national 
public  radio  and  newswires. 

• International  News — News  is  available  from 
international  newspapers  and  magazines/journals 
covering  events  in  Africa,  the  Asia/Pacific, 
Australia,  Canada.  Europe.  Latin  America,  the 
Middle  East,  Russia  and  the  Commonwealth  of 
Independent  States.  Access  to  six  Reuters  global 
business  wires.  Associated  Press,  Agence 
France-Presse,  PRNewswire.  Business  Wire, 
U.S.  Newswire,  Tokyo  Financial  Wire  and 
Canada  NewsWire  is  also  provided. 

• U.S.  and  International  Trade 

Sources — DataTimes  provides  abstracts/full-text 
from  more  than  5,000  trade  magazines  and 
journals. 

• Broadcast  Transcripts — DataTimes  provides 
full-transcripts  on-line  from  more  than  140 
television  news  programs  on  CBS,  the  BBC, 
NBC,  CNN,  CNBC,  PBS  and  Syndicated  TV  and 
several  radio  programs. 

• Third-Party  Databases — DataTimes  provides 
access  to  various  third-party  databases,  including 
Disclosure  and  Investext  from  the  U.S.  and  FT 
Profile  for  international  markets. 

• Executive  Reports — Drawn  from  multiple 
sources  and  compiled  on  demand,  10-to-12  page 
reports  are  available  on  more  than  30,000 
publicly  traded  U.S.  and  international  companies, 
as  well  as  7,000  privately  held  U.S.  companies. 

- The  reports  present  a snapshot  of  a company’s 
operations  and  key  strategies,  including  a 
company  overview,  industry  group 
comparisons,  recent  news,  key  developments. 
Wall  Street  views,  key  executives,  president’s 
letters  and  SEC  filings. 
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- Executive  Reports  are  presentation-ready, 
complete  with  graphs  and  charts  and  can  be 
delivered  via  fax,  overnight  courier  or  regular 
mail. 

• Private  Company  Profiles  (provided  through 
Avenue  Technologies)  were  introduced  in  1995 
and  include  hard-to-find  executive  data, 
estimated  sales,  news  and  recent  developments 
on  more  than  12,000  privately-owned  companies 
and  corporate  subsidiaries.  The  reports  average 
3-to-10  pages  in  length  and  are  available  on-line 
and  by  fax  and  mail. 

• Industry  Scorecards — DataTimes  provides  at-a- 
glance  analysis  of  leading  competitors  in  178 
industry  groups,  including  industry  leaders 
(categorized  by  revenue,  profitability,  volume 
and  growth),  relative  market  share  (with  rank  for 
the  past  five  years,  plus  percentage  change  in 
market  share)  and  rankings  by  profitability 
(based  on  income,  profit  margin,  return  on  equity 
and  return  on  assets). 

EyeQ 

EyeQ  is  a Windows-based  GUI  that  supports  point- 
and-click  access,  providing  on-line  users  with 
Mentor  prompts  to  help  narrow  search  results  by 
suggesting  appropriate  terms  (company  names, 
topics)  specific  to  immediate  search  contexts. 

• EyeQ's  underlying  text-search  engine  was  built 
by  Personal  Library  Software.  The  relational 
database  technology  was  supplied  by  Oracle. 
The  product's  front-end  and  final  development 
were  provided  by  Insource  and  DataTimes. 

• The  system  architecture  uses  Sun 
Microsystems’  technology  (SPARCenter  2000 
and  SPARCserver  1000  series  services  and  the 
SPARCstorage  Array  disk  subsystem). 


The  Welcome  Screen  to  EyeQ  offers  the  choice  of 

clicking  on  one  of  six  icons: 

• Search  takes  the  user  on-line,  either  using  a 
natural  language  facility  with  results  ranked  by 
relevance  or  traditional  Boolean  searching. 

• Private  EyeSM  is  an  ongoing  electronic  clipping 
service  based  on  relevant  terms  specified  by  the 
users 

• Business  Analyst'  pulls  in  content  from  various 
sources  to  provide  various  financial  reports  along 
with  a series  of  tools  to  aid  in  analyzing  the  data. 

- Quick  Reports  available  through  the  Business 
Analyst  include  Stock  Performance  (from  IDD 
Tradeline),  Company  Profiles  (from  Standard 
& Poors),  Annual  Reports  (from  Disclosure), 
Quarterly  Reports  (from  Disclosure),  Credit 
Reports  (from  TRW)  and  Analysts'  Reports 
(from  Investext). 

- Business  Analyst  also  offers  six  analysis  tools 
for  in-depth  financial  data  on  virtually  any 
company  or  industry  (Comparison,  Portfolio 
Manager,  Company  Reports,  Business 
Directory^.  Industry  Reports  and  Market 
Master). 

- QuickQuotes  provides  quotes  on  common  and 
preferred  stocks,  corporate  bonds,  mutual 
funds,  U.S.  treasury  issues  and  options. 

- Tradeline,  supplied  through  IDD,  provides  up 
to  15  years  of  historical  data  on  stocks,  bonds, 
mutual  funds,  indexes,  foreign  exchange  rates 
and  other  international  issue  information. 

• Today 's  News  offers  searching  of  up-to-the- 
minute  leading  newswire  services  and  same-day 
access  to  national  and  regional  news. 

• Executive  Reports SM  provides  access  to  more 
than  27,000  presentation-ready  reports  on 
companies  worldwide  on  demand. 
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• Customer  Service  allows  the  user  to  review  a 
billing  history  and  receive  or  send  E-mail  to  the 
DataTimes  Customer  Service. 

DataTimes  Online  is  the  non-Windows  counterpart 
to  EyeQ  for  searching  the  DataTimes  network. 

Pricing 

All  DataTimes  charges  are  either  pre-set  or  flagged 
through  on-screen  “price  tags”  before  fees  are 
incurred. 

Pricing  for  DataTimes  various  services  (as  of 
February  1995)  is  summarized  in 
Exhibit  A. 

Customer  Support  Services 

Customer  Service  Department  hours  are  from  7 
a.m.  to  9 p.m.  CST.  The  department  can  provide 
answers  to  simple  questions  or  page  a 
representative  on  call  who  can  respond  to 
emergencies. 

With  the  expected  use  of  EyeQ  in  the  future  via  the 
Internet.  24-hour  customer  support  is  anticipated  at 
some  point. 

Training  sessions  is  not  necessary  for  EyeQ 
because  of  the  simplicity  of  the  interface  and 
available  documentation,  which  includes  a 
reference  card  with  greater  detail  on  search  and  a 
users  manual. 

DataTimes  intends  to  maintain  quality 
communications  with  its  subscribers  through  on- 
line quick-response  E-mail,  marketing  materials, 
newsletters  and  a fax-based  current  awareness 
system  designed  to  keep  users  up-to-date  with  new 
additions  to  EyeQ. 


Clients 

DataTimes  has  more  than  15.000  business 
subscribers. 

Marketing  and  Sales 

DataTimes  markets  its  products  and  services 
primarily  through  a centralized  field  sales  office 
with  about  50  account  executives. 

DataTimes  has  conducted  an  aggressive  two-phase 
marketing  campaign  related  to  its  announcement  of 
revamped  services. 

• In  late  1994,  a direct  mail  program  informed 
DataTimes  customers  of  the  extensive  changes  at 
DataTimes  and  ads  were  place  in  various 
publications. 

• Since  January  1995,  the  company  expanded  its 
advertising  to  radio,  TV  and  in  print  to  attract  a 
broad  range  of  business  professionals. 

DataTimes  also  annually  participates  in  various 
library,  on-line  and  information  services  trade 
shows. 

Alliances 

DataTimes  has  alliances  with  numerous 
information  providers  whose  data  are  made 
available  on  DataTimes'  network. 

Competitors 

DataTimes'  primary  competitors  include  Lexis- 
Nexis  and  Dialog  Information  Services. 
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Exhibit  A 

DataTimes  Pricing 


Pay-As-You-Go  Pricing 


Monthly  fee $39.00 

Searching Free 

Document  viewing,  printing 
and  downloading: 

Headline,  data  and  source Free 

Full-text  document $3.00 

Citation $0  50 

Key  words  in  context  or  lead 
paragraph , $1.00 


Business  Analysis 

Quick  Reports 
Stock  Performance 
Company  Profiles... 

Annual  Reports 

Quarterly  Reports... 

Credit  Reports 

Analysts'  Reports... 

Analysis  Tools 
Document  charges  vary  by  source  and  report 
type.  Charges  for  each  report  are  seen  before 
user  orders 

Quick  Quotes per  issue  $0.05 

Executive  Reports  and  Industry  Scorecard 
Prices  range  from  $24.95  to  $34.95 

Private  Company  Profiles 
Prices  range  from  $9  95  to  $34.95 


Other  Features 


Private  Eye  (monthly 

folder  fee) $15.00 

Delivery  Fees 

Fax $1,00 

Regular  Mail $5.00 

Overnight  Mail $15.00 

Portfolio 

Maximum  update  fee $1.00 

Telecommunications 

U S (per  minute) $0.20 

International  (per  minute) $0.80 

Gateway  Services  (a) 

Connect  fee  (per  minute) $0.55 


Flat  Fee  Pricing 

High-volume  corporate  users  are  entitled  to  monthly 
flat  fees  starting  at  $500  per  month,  which  covers 
nearly  all  retrieval. 


(a)  FT  Profile  Information  carries  additional  line  charges  of  $0.08  to  $0.20  per  line,  depending  on  files 
selected 


$1.25 

$2.00 

$25.00 

$5.00 

$7.50 

per  page  $6.50 
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INPUT  Assessment 

EyeQ  is  aimed  at  both  end  users  and  professional 
searchers.  The  user-friendly  point-and-click  and 
searching  features  of  EyeQ  may  be  sufficient  to 
attract  a large  number  of  new,  non-computer- 
literate/novice  users.  The  decision  to  subscribe  to 
DataTimes  services  is  also  made  easier  by 
DataTimes7  simplified,  lower-cost  pricing 
structure,  with  no  surprises. 

Challenges  for  DataTimes  include: 

• The  need  to  attract  a large  number  of  new  users 
in  order  to  gain  from  its  price  cuts. 

• Increasing  market  share  by  expanding  outside 
North  America,  offering  interfaces  to  Macintosh 
and  other  operating  environments,  and  greatly 
expanding  the  number  of  articles  available  to  its 
customers. 

• Competing  with  consumer  on-line  services  that 
target  business  users. 
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DataWorks  Corporation 


President  & CEO:  Stuart  Clifton 

EVP:  Mark  Howlett 

EVP/CFO:  Norm  Farquhar 

5910  Pacific  Center  Boulevard 
San  Diego,  CA  92121 
Phone:  (619)546-9600 

(800)413-2797 
Fax:  (619)546-9777 


Status:  Public 

Employees:  299  (3/96) 

Revenue:  $31,500,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• DataWorks  has  been  a leading  supplier  of 
software  solutions  for  discrete  and  repetitive 
manufacturers  for  more  than  19  years. 

• In  October  1994,  DataWorks  made  an  initial 
public  offering  of  2.5  million  shares  of 
common  stock,  the  proceeds  of  which  were  to 
be  used  to  repay  debt  and  be  applied  to 
working  capital. 


• 1995  was  a record  year  for  DataWorks,  with 
revenue  increasing  88%.  The  company 
added  nearly  100  new  employees  and  opened 
three  new  regional  sales  and  support  offices 
in  the  U.S.,  as  well  as  two  in  the  U.K. 

Company  Description 

DataWorks,  founded  in  1977.  markets, 
implements  and  supports  open  systems, 
client/server-based  enterprise  resource 
planning  (ERP)  software  for  mid-sized  discrete 
manufacturing  companies. 

• The  company  currently  provides  two 
products — DataFlo,  an  advanced  ERP 
system  using  relational  technology  and  easy- 
to-use  Windows-based  graphical  interfaces, 
and  MAN-FACT  II,  one  of  the  first 
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custom/job  shop  manufacturing  software 
solutions  to  run  on  the  Windows  NT 
operating  system. 

• DataWorks  currently  has  more  than  650 
customers  worldwide. 

Organization  and  Structure 

DataWorks  is  headquartered  in  San  Diego 
(CA)  and  has  14  domestic  regional  offices, 
located  in  Garden  Grove  and  Santa  Clara 
(CA),  Itaska  (IL),  Braintree  (MA)  and  Atlanta 
(GA).  The  company  plans  to  expand  its 
domestic  sales  and  service  operations  to 
approximately  20  locations  by  the  end  of  1996. 

Internationally,  the  company  has  one  wholly 
owned  subsidiary  in  the  U.K.  to  serve  its 
European  operations,  with  offices  in 
Birmingham  and  Surrey  (England). 
DataWorks  currently  has  independent 
distributors  in  Redmond  (WA)  and  Australia. 

Company  Strategy 

DataWorks’  strategy  is  to  meet  the 
information  technology  needs  of  midrange 
manufacturers  for  an  easy-to-use,  complete 
turnkey  enterprise  resource  planning  (ERP) 
software  system.  The  company’s  ERP 
solutions  empower  users,  allowing 
manufacturers  to  increase  productivity  and 
bring  products  to  market  more  quickly  with 
improved  quality. 

Specific  elements  of  the  company’s  strategy 
include: 

• Providing  ERP  systems  that  are  truly 
workflow  oriented,  providing  users  with 
increased  flexibility  and  ease  of  use 

• Blending  future-oriented  information 
technologies  with  the  Windows  graphical 
interface 


• Providing  customers  with  ongoing  systems 
optimization  programs 

• Forming  close  alliances  with  hardware, 
software  and  financial  companies  to  expand 
DataWorks’  offerings 

• Offering  products  that  meet  the  specific 
needs  of  the  midrange  manufacturer, 
including  a complete  turnkey  solution  and 
rapid  deployment 

The  company’s  public  stock  offering  in  late 
1995  brought  significant  resources  that  will 
allow  DataWorks  to  increase  its  investments 
in  research  and  development,  including 
serious  accelerated  investments  in 
client/server  technology. 

DataWorks'  software  products  offer  the 
following  capabilities: 

• User-oriented  technologies 

- 3-D  relational  database  reduces  complexity 
and  errors 

- Application-oriented  tool  environments 

- Proactive  revision  controls  ease  upgrading 

- SmartLinks  integrates  familiar  desktop 
applications 

• Customizable  graphic  user  interfaces 

• Client/server  architecture 

• Open  system  flexibility 

• Multiplant,  multinational  support 

DataWorks  has  more  than  ten  years’ 
experience  with  relational  technology. 
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Financials 

DataWorks’  1995  revenue  was  $31.5  million, 
an  88%  increase  over  1994  revenue  of  $16.8 
million.  Net  income  grew  to  $0.6  million  an 
increase  of  166%  over  a net  loss  of  $0.9  million 
in  1994.  A five-year  financial  summary  is 
shown  below. 

• Growth  was  attributed  to  a significant 
increase  in  new  accounts  as  well  as  existing 


customer  sales.  Approximately  61%  of  non- 
service  revenue  came  from  new  clients  and 
about  39%  came  from  existing  clients. 

• During  1995,  research  and  development 
expenses  were  $2.5  million  (8%  of  total 
revenue),  compared  to  $2.0  million  (15%  of 
revenue)  in  1994  and  $0.9  million  (8%  of 
revenue)  in  1993. 


DataWorks  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$31.5 

$16.8 

$10.9 

6.0 

$5.7 

• Percent  change  from 

previous  year 

88% 

54% 

82% 

5% 

(33%) 

Income  (loss)  before  taxes  and 
extraordinary  item 

$2.6 

$(1.1) 

(a) 

$0.6 

$(2.3) 

$(0.6) 

• Percent  change  from 

previous  year 

336% 

(280%) 

126% 

(283%) 

(119%) 

Net  income  (loss) 

$0.6 

$(0.9) 

$0.6 

$(2.3) 

$(0.6) 

• Percent  change  from 

previous  year 

166% 

(250%) 

126% 

(283%) 

(119%) 

Earnings  (loss)  per  share 

$0.14 

$(0.32) 

$0.22 

$(0.86) 

$(0.24) 

• Percent  change  from 

previous  year 

144% 

(245%) 

126% 

(258%) 

(118%) 

(a)  Includes  extraordinary  charges  of  $157,229  related  to  the  payment  of  a senior  term  note. 


Revenue  Analysis  by  Product  / Service  A three-year  source  of  revenue  summary  is 

Approximately  51%  of  DataWorks’  1995  shown  on  the  following  page, 

revenue  was  derived  from  software  licenses, 

20%  from  hardware,  and  29%  from 
maintenance  and  other  services. 
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DataWorks  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Software  licenses 

$16.0 

51% 

$8.1 

49% 

$4.6 

42% 

Hardware 

6.5 

20% 

3.5 

21% 

3.7 

34% 

Maintenance  and  other  services 

9.0 

29% 

5.2 

30% 

2.6 

24% 

Total 

$31.5 

100% 

$16.8 

100% 

$10.9 

100% 

Market  Financials 

One  hundred  percent  of  DataWorks'  revenue 
is  derived  from  discrete  and  repetitive 
manufacturers. 

DataWorks’  target  industries  include: 

• Electronic  industrial  products 

• Consumer  electronics 

• Instrumentation  and  controls 

• Medical/dental  instrumentation 

• Aerospace  components 

• Computer/office  equipment 

DataWorks’  customers  range  in  revenue 
from  $20  million  to  $500  million,  have  SIC 
codes  3500-3900  and  are  generally  midsized 
companies. 

Geographic  Markets 

Approximately  96%  of  DataWorks’  1995 
revenue  was  derived  from  the  U.S.,  1%  from 
Canada,  2%  from  Europe,  and  1%  from  the 
Asia/Pacific  region. 


Employees 

As  of  September  30,  1995,  DataWorks  had 
approximately  208  full-time  employees 
segmented  as  follows: 


Marketing  and  sales 56 

Product  development 42 

Support  services 94 

Finance  and  administration 16 


208 

The  company  also  has  26  part-time 
employees,  primarily  in  telemarketing. 

DataWorks  currently  has  299  employees. 

Key  Products  and  Services 

DataFlo  is  an  advanced,  fully  integrated 
ERP  software  solution  for  discrete  and 
repetitive  manufacturers.  The  system 
combines  functionality  with  relational 
technology  and  a Windows-based  graphical 
interface. 

• Operating  systems  supported  include  AIX, 
Alpha  OSF/1,  DG/UX,  DOS,  HP/UX, 
Novell,  SCO,  Sun  OS,  ULTRIX,  UNIX  and 
VMS. 

• Hardware  platforms  supported  include  HP 
9000,  DEC  Alpha  OSF/1,  IBM  RS/6000, 
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IBM  PCs,  Data  General  AViiON,  NCR 
(AT&T  GIS)  3000  and  Sun  systems. 

• DataFlo  uses  the  PREVIEW  4GL  and 
UniData  relational  database. 

• DataFlo  has  more  than  32  ERP  modules 
for  discrete  and  repetitive  manufacturers, 
as  shown  below  in  Exhibit  A. 

MAN-FACT  II  is  a full-featured,  integrated 
manufacturing  software  system  specialized 
for  custom/job-shop  and  make-to-order 
manufacturers. 


• MAN-FACT  II’s  range  of  applications  is 
summarized  in  Exhibit  B,  on  the  following 
page. 

• Operating  systems  supported  include 
Alpha  OSF/1,  AIX,  DG/UX,  DOS,  HP/UX, 
Novell,  SCO,  Sun  OS,  ULTRIX,  UNIX  and 
Windows  NT. 

• Hardware  platforms  supported  include  HP 
9000,  DEC  Alpha  OSF/1,  IBM  RS/6000, 
IBM  PCs,  Data  General  AViiON  and  Sun 
OS  systems. 

MAN-FACT  II  uses  the  ELF  4GL  and  the 

uniVerse  relational  database. 


Exhibit  A 

DataFlo  Applications 


Accounts  Receivable 

Sale  Order  Configurations 

Capacity  Requirements  Planning 

Customer  Service  System 

Currency  Conversion 

Development  Module 

Engineering  Change  Control 

Electronic  Data  Interchange 

Executive  Information  System 

Estimating 

Fixed  Assets 

Field  Service 

Implementation 

Accounts  Payable 

Media  Convert 

Cost  Accounting 

Cycle  Count 

General  Ledger 

Lot  Control 


Inventory  Management 

Production  Activity 

Multi-Plant  Control 

Purchase  Order 

Master  Production  Schedule 

Material  Requirements  Planning 

Sales  Order 

Work  Order 

Product  Data  Control 

Personnel 

Payroll 

Product  Tape  Configurator 
Quality  Control  Process 
Repetitive 

Return  Material  Authorization 
Sales  Order  Quotations 
System  Transaction  Manager 
Value  Added  Tax 
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Exhibit  B 

MAN-FACT  II  Applications 


Manufacturing/Distribution 

Bills  of  Materials  and  Routing 

Business  Resources  Requirements 
Planning 

Capacity  Requirements  Planning 
Configuration  Management 
Distribution  and  Replenishment 
Field  Service 
Inventory  Control 
Management  Reporting 
Marketing 

Master  Production  Scheduling 
Material  Requirements  Planning 
Physical  Inventory  and  Cycle  Counting 
Product  Configurator 


Purchasing  and  Receiving 

Quality  Assurance 

Sales  Order  Entry  and  Shipping 

Work  in  Process  and  Shop  Floor  Control 

Finance/Accounting 

Accounts  Payable 
Accounts  Receivable 
Cost  Accounting 
Fixed  Assets 
General  Ledger 
Payroll/Personnel 
Projects  and  Contracts 


Support  services  provided  by  DataWorks 

include  the  following: 

• Professional  Services — DataWorks 
consultants  provide  assistance  in  all 
phases  of  implementation. 

• Education  Services — DataWorks  offers  a 
range  of  educational  classes  to  meet  the 
needs  of  management,  supervisors,  project 
teams  and  department  managers. 

Training  is  held  at  customer  sites  or  at 
DataWorks’  regional  and  corporate 
headquarters. 

• System  Consulting — DataWorks’  systems 
engineers  supervise  installation  at 
customer  sites.  Hardware  reviews  precede 
software  shipments. 

• Customer  Support — An  800  telephone 
hotline  is  staffed  by  support  professionals 
that  handle  calls  on  DataFlo,  MAN-FACT 
II,  tools  and  databases. 


User  Group — DUAL,  the  DataWorks  user 
group,  meets  semi-annually.  Regional  user 
group  meetings  are  held  regularly 
throughout  the  year. 

Clients 

DataWorks  has  more  than  650  customers, 
including  Rockwell  International,  Kodak, 
AT&T/AT&T  GIS,  Amgen,  EG&G,  Loral, 
Sanyo,  Aldus  Corporation  and  Sebastian. 

Marketing  and  Sales 

DataWorks  markets  its  products  through  a 
direct  sales  force  of  approximately  30 
employees,  as  well  as  through  distributors. 

DataWorks  distributors  include: 

• Nova  Information  Systems  (Redmond,  WA) 

• Computer  Office  Management  Systems 
(Sydney  office) 
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Alliances 

DataWorks  has  alliances/marketing 
agreements  with  various  vendors,  including 
Hewlett-Packard,  Digital  Equipment 
Corporation,  Data  General,  IBM,  UniData 
and  VM. 

Competitors 

DataWorks’  primary  competition  comes  from 
independent  software  vendors  in  four 
groups,  including: 

• Large  multinational  system  developers  in 
the  upper  end  of  the  company’s  midrange 
market,  including  Baan.  Oracle  and  QAD 

• Companies  offering  high  levels  of 
functionality  on  the  AS/400  platform,  such 
as  System  Software  Associates,  Inc.  and 
J.D.  Edwards  & Company 


• Traditional  midrange  market  sector  firms 
such  as  ROI  Systems  and  Symix  Systems, 
Inc. 

• Lower  priced  PC  network-based  offerings 
from  companies  such  as  Fourth  Shift 
Corporation  and  Macola  Software,  Inc. 

Assessment 

DataWorks’  strengths  include  its  significant 
experience  with  relational  technology;  a 
progressive,  easy-to-use  product  line;  the 
ability  to  provide  fast  implementations;  and 
its  responsive  management. 

Challenges  over  the  coming  year  include 
effectively  managing  the  company’s  rapid 
growth  and  having  sufficient  numbers  of 
support  personnel  in  place  to  meet  that 
growth.  DataWorks  will  add  approximately 
100  new  employees  in  1996,  40%  of  whom 
will  be  in  support  positions. 
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President  & CEO:  Stuart  Clifton 

EVP:  Mark  Howlett 

COO  & EVP:  Al  Alteslane 

5910  Pacific  Center  Boulevard 
San  Diego,  CA  92121 
Phone:  (619)546-9600 

(800)  413-2797 
Fax:  (619)546-9777 


Status:  Private 

Employees:  200  (3/95) 

Revenue:  $22,000,000 

Fiscal  Year  End:  12/31/94 


Key  Points 

• DataWorks  has  been  a leading  supplier  of  software 
solutions  for  discrete  and  repetitive  manufacturers 
for  more  than  ten  years. 

• In  June  1994,  DataWorks  merged  with  Madic- 
Compufact  Corporation,  provider  of  the  MAN- 
FACT  II®  integrated  business  control  system  for 
custom/job  shop  manufacturers  and  distributors. 
The  acquisition  doubled  DataWorks’  client  base 
and  expanded  the  company’s  capabilities  in  the 
area  of  custom/job  shop  environments. 


• DataWorks  is  projecting  a 35%  increase  in  revenue 
during  1995  due  to  accelerated  expansion, 
increased  sales  and  100  new  employees. 

Company  Description 

DataWorks,  founded  in  1984,  provides  applications 

software  solutions  and  associated  services. 

• The  company  currently  provides  two 
products — DataFlo,  an  advanced  enterprise 
resource  planning  (ERP)  system  using  relational 
technology  and  easy-to-use  Windows-based 
graphical  interfaces,  and  MAN-FACT  II.,  one  of 
the  first  custom/job  shop  manufacturing  software 
solutions  to  run  on  the  Windows  NT  operating 
system. 
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• DataWorks  currently  has  more  than  600 
customer  sites  worldwide. 

Organization  and  Structure 

DataWorks  is  headquartered  in  San  Diego  (CA) 
and  has  U.S.  regional  offices  in  Garden  Grove  and 
Santa  Clara  (CA),  Shaumburg  (IL),  Natick  (MA) 
and  Clifton  (NJ).  The  company  also  has  a U.K. 
office  in  Birmingham  (England). 

Company  Strategy 

DataWorks’  strategy  is  to  provide  easy  to  use  fully 
integrated  enterprise  resource  planning  software 
that  empowers  users,  allowing  manufacturers  to 
increase  productivity  and  bring  products  to  market 
more  quickly  and  with  improved  quality. 

Specific  elements  of  the  company’s  strategy 
include: 

• Blending  future-oriented  information 
technologies  with  the  Windows  graphical 
interface 

• Providing  customers  with  on-going  systems 
optimization  programs 

• Forming  close  alliances  with  hardware,  software 
and  financial  companies  to  expand  DataWorks’ 
offerings 

The  merger  of  Madic-Compufact  and  DataWorks 
provides  the  company  with  significant  critical 
mass,  allowing  the  company  to  continue  to 
aggressively  invest  in  its  regional  support  centers 
and  international  distributor  programs.  It  also 
allows  DataWorks  to  increase  its  investments  in 
research  and  development,  including  serious 
accelerated  investments  in  client/server  technology. 

DataWorks’  software  products  offer  the  following 
capabilities: 

• User-oriented  technologies 


- 3D  relational  database  reduces  complexity  and 
errors 

- Application-oriented  tool  environments 

- Pro-active  revision  controls  ease  upgrading 

- SmartLinks  integrates  familiar  desktop 
applications 

• Customizable  graphic  user  interfaces 

• Client/server  architecture 

• Open  system  flexibility 

• Multiplant,  multinational  support 

DataWorks  has  ten  years  experience  with  relational 
technology. 

Financials 

DataWorks’  1994  revenue  was  $22  million,  a 
267%  increase  over  1993  revenue  of  $6  million. 
Growth  was  attributed  to  the  acquisition  of  Madic- 
Compufact  and  to  a significant  increase  in  new 
account  sales. 

DataWorks  spends  approximately  30%  of  revenue 
annually  on  research  and  development. 

DataWorks  management  anticipates  that  1995 
revenue  will  increase  35%  to  $30  million  due  to 
increased  product  offerings  and  support  staff. 

Market  Financials 

One  hundred  percent  of  DataWorks’  revenue  is 
derived  from  discrete  and  repetitive  manufacturers. 

DataWorks’  target  industries  include: 

• Electronic  industrial  products 

• Consumer  electronics 

• Instrumentation  and  controls 
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• Medical/dental  instrumentation 

• Aerospace  components 

DataWorks’  customers  range  in  revenue  from  $5 
million  to  $500  million,  have  SIC  codes  3500-3900 
and  are  generally  midsized  companies. 

Geographic  Markets 

Approximately  86%  of  DataWorks’  1994  revenue 
was  derived  from  the  U.S.,  3%  from  Canada,  6% 
from  Europe  and  5%  from  the  Asia/Pacific. 

Acquisitions 

In  June  1994,  DataWorks  merged  with  Madic- 
Compufact  Corporation  of  Garden  Grove  (CA). 

• Madic-Compufact,  with  approximately  60 
employees  and  annual  revenue  of  $9  million, 
provides  the  MAN-FACT  II  software  product 
and  consulting,  custom  programming  and 
education  services. 

• At  the  time  of  the  acquisition,  Madic-Compufact 
had  more  than  325  MAN-FACT  II  installations 
in  the  U.S.,  Canada,  the  U.K.  and  Australia. 

• The  operations  of  Madic-Compufact  have  been 
merged  into  DataWorks. 

• Madic-Compufact’s  former  president  and  chief 
executive  officer,  A1  Alteslane,  is  now  chief 
operating  officer  and  executive  vice  president  for 
DataWorks. 

Employees 

As  of  December  31,  1994,  DataWorks  had 
approximately  190  employees. 


Key  Products  and  Services 

DataFlo  is  an  advanced,  fully  integrated  ERP 
software  solution  for  discrete  and  repetitive 
manufacturers.  The  system  combines  functionality 
with  relational  technology  and  a Windows-based 
graphical  interface. 

• Operating  systems  supported  include  AIX,  Alpha 
OSF/1,  DG/UX,  DOS,  HP/UX,  Novell,  SCO, 

Sun  OS,  UFTRIX,  UNIX  and  VMS. 

• Hardware  platforms  supported  include  HP  9000, 
DEC  Alpha  OSF/1,  IBM  RS/6000,  IBM  PCs, 
Data  General  AViiON,  NCR  (AT&T  GIS)  3000 
and  Sun  systems. 

• DataFlo  uses  the  PREVIEW  4GL  and  UniData 
relational  database. 

• DataFlo  has  more  than  32  ERP  modules  for 
discrete  and  repetitive  manufacturers,  as  shown 
in  Exhibit  A. 

MAN-FACT  II  is  a full-featured,  integrated 
manufacturing  software  system  specialized  for 
custom/job-shop  and  make-to-order  manufacturers. 

• MAN-FACT  II’s  range  of  applications  are 
summarized  in  Exhibit  B. 

• Operating  systems  supported  include  Alpha 
OSF/1,  AIX,  DG/UX,  DOS,  HP/UX,  Novell, 
SCO,  Sun  OS,  ULTRIX,  UNIX  and  Windows 
NT. 

• Hardware  platforms  supported  include  HP  9000, 
DEC  Alpha  OSF/1,  IBM  RS/6000,  IBM  PCs, 
Data  General  AViiON  and  Sun  OS  systems. 


DataWorks  currently  has  approximately  200  * MAN-FACT  II  uses  the  ELF  4GL  and  the 

employees.  uniVerse  relational  database. 
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Exhibit  A 

DataFlo  Applications 


Accounts  Receivable 

Sale  Order  Configurations 

Capacity  Requirements  Planning 

Customer  Service  System 

Currency  Conversion 

Development  Module 

Engineering  Change  Control 

Electronic  Data  Interchange 

Executive  Information  System 

Estimating 

Fixed  Assets 

Field  Service 

Implementation 

Accounts  Payable 

Media  Convert 

Cost  Accounting 

Cycle  Count 

General  Ledger 

Lot  Control 


Inventory  Management 

Production  Activity 

Multi-Plant  Control 

Purchase  Order 

Master  Production  Schedule 

Material  Requirements  Planning 

Sales  Order 

Work  Order 

Product  Data  Control 

Personnel 

Payroll 

Product  Tape  Configurator 
Quality  Control  Process 
Repetitive 

Return  Material  Authorization 
Sales  Order  Quotations 
System  Transaction  Manager 
Value  Added  Tax 


Exhibit  B 

MAN-FACT  II  Applications 


Manufacturing/Distribution 

Bills  of  Materials  and  Routing 

Business  Resources  Requirements  Planning 

Capacity  Requirements  Planning 

Configuration  Management 

Distribution  and  Replenishment 

Field  Service 

Inventory  Control 

Management  Reporting 

Marketing 

Master  Production  Scheduling 
Material  Requirements  Planning 
Physical  Inventory  and  Cycle  Counting 
Product  Configurator 


Purchasing  and  Receiving 

Quality  Assurance 

Sales  Order  Entry  and  Shipping 

Work  in  Process  and  Shop  Floor  Control 

Finance/Accounting 

Accounts  Payable 
Accounts  Receivable 
Cost  Accounting 
Fixed  Assets 
General  Ledger 
Payroll/Personnel 

Projects  and  Contracts 
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Support  services  provided  by  DataWorks  include 
the  following: 

• Professional  services — DataWorks  consultants 
provide  assistance  in  all  phases  of 
implementation. 

• Education  services — DataWorks  offers  a range 
of  educational  classes  to  meet  the  needs  of 
management,  supervisors,  project  teams  and 
department  managers.  Training  is  held  at 
customer  sites  or  at  DataWorks  regional  and 
corporate  headquarters. 

• System  Consulting — DataWorks  systems 
engineers  supervise  installation  at  customer  sites. 
Hardware  reviews  precede  software  shipments. 

• Customer  Support — An  800  telephone  hotline  is 
staffed  by  support  professionals  that  handle  calls 
on  DataFlo,  MAN-FACT  II,  tools  and  databases. 

User  Group — DUAL,  the  DataWorks  users  group, 
meets  semi-annually.  Regional  user  group 
meetings  are  held  regularly  throughout  the  year. 

Clients 

DataWorks  has  more  than  600  customers, 
including  Rockwell  International,  Kodak, 
AT&T/AT&T  GIS,  Amgen,  EG&G,  Loral,  Sanyo, 
Aldus  Corporation  and  Sebastian. 

Marketing  and  Sales 

DataWorks  markets  its  products  through  a direct 
sales  force  of  approximately  25  employees  and 
through  distributors. 

DataWorks  distributors  include: 

• Nova  Information  Systems  (Redmond,  WA) 

• Computer  Office  Management  Systems  (Sydney 
Office) 


• Encore  Computer,  Ltd.  (Hong  Kong) 

Alliances 

DataWorks  has  alliances/marketing  agreements 
with  various  vendors,  including  Hewlett-Packard, 
DEC,  Data  General,  IBM,  UniData  and  VMARK. 

Competitors 

DataWorks  primary  competitors  include  Oracle, 
qad,  Avalon  Software,  ROI,  System  Software 
Associates,  SAP  and  Baan  International. 

Assessment 

DataWorks  strengths  include  its  significant 
experience  with  relational  technology;  a 
progressive,  easy-to-use  product  line;  ability  to 
provide  fast  implementations;  and  its  responsive 
management. 

Challenges  over  the  coming  year  include 
effectively  managing  the  company’s  rapid  growth 
and  having  sufficient  numbers  of  support  personnel 
in  place  to  meet  that  growth. 
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COMPANY  PROFILE 


DB/ACCESS  INC.  Diana  Latour,  President  and  CEO 

2900  Gordon  Avenue  Private  Company 

Suite  101  Total  Employees:  15 

Santa  Clara,  CA  95051  Total  Revenue,  Fiscal  Year  End 

(408)735-7545  12/31/89:  $1,500,000* 


*INPUT  estimate 

The  Company 

DB/ACCESS  Inc.  designs,  develops,  and  markets  heterogeneous 
data  access  systems  software  products  for  corporate  and  end-user 
computing  environments. 

Established  in  1987,  the  startup  company  is  in  the  development 
phase  of  its  second  generation  product. 

• The  current  ACCESS/STAR  product  was  first  shipped  in  1987. 
This  product  is  mainframe  host-based  software  that  provides 
transparent  access  to  multiple  data  bases. 

€ 

• VIEW/PC,  shipped  in  1988,  provides  microcomputer  users  with 
easy  access  to  multiple  mainframe  data  bases. 

DB/ACCESS  has  a number  of  strategic  alliances  with  companies 
to  provide  an  application  front-end  capability  to  access  data  stored 
across  different  hardware  platforms  in  multiple  data  formats. 

Key  Products  and 
Services 

€ 

The  company's  primary  product  is  ACCESS/STAR,  a family  of 
software  tools  that  provides  end  users  and  application 
programmers  with  a SQL-based  interface  to  access  remote  data  in 
both  SQL  and  non-SQL  data  bases  and  file  systems. 
ACCESS/STAR  allows  the  development  of  cooperative 
processing  applications  in  distributed  networking  environments. 

• Target  files  or  data  bases  can  reside  on  DEC,  Hewlett-Packard, 
Tandem,  Honeywell,  IBM,  and  IBM-compatible  hosts. 

• The  products  support  industry  standard  communications  links. 

VIEW/PC  is  a Microsoft  Windows  application  that  allows  point- 
and-click  formation  of  SQL  statements  to  access  data  in  SQL  and 
non-SQL  data  bases. 
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DB/ACCESS  is  currently  developing  its  second  generation  of  data 
access  products. 

• The  future  product  line  will  be  transaction-oriented,  with 
emphasis  on  high  reliability,  fast  performance,  and  full 
functionality. 

• The  new  product  line  will  include  benefits  such  as  local-area 
network  (LAN)  server  support,  enhanced  data  and  password 
security,  and  user  friendly  graphical  interfaces. 

Industry  Markets 

DB/ACCESS  has  formed  partnerships  with  large  companies  who 
use  the  ACCESS/STAR  product  in  their  applications.  Target 
markets  include  vertical  application  developers,  systems 
integrators,  systems  software  providers,  and  value-added  resellers. 

• Strategic  partnerships  are  being  formed  with  candidates  for 
joint  development. 

• Direct  sales  will  be  done  in  the  future  to  end  users. 

Geographic 

Markets 

Joint  agreements  and  sales  are  currently  focused  in  the  U.S. 
Presence  in  international  markets  will  be  established  in  1991. 

o 
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DECIMUS  CORPORATION 

One  California  Street 
San  Francisco,  CA  941  I I 
(415) 622-3717 


John  Margoes,  President 
Subsidiary  of  Bank  America 
Corporation 
Total  Employees:  400 
Total  Computer  Services  Revenues, 
Fiscal  Year  End  12/31/78, 

$ I 1 ,200,000* 


THE  COMPANY 

• Decimus  Corporation  was  originally  formed  in  1969  as  a private  corporation  to 
provide  computer  services  to  financial  institutions.  The  company  was  subse- 
quently acquired  by  Bank  America  Corporation  and  now  operates  as  a wholly 
owned  subsidiary. 

• Decimus  Corporation  maintains  three  functional  areas  of  business:  leasing  of 
computer  mainframes,  leasing  of  computer  peripherals,  and  a Data  Center 
Division.  The  remainder  of  this  report  will  focus  on  the  Data  Center  Division. 

• INPUT  estimates  the  1978  revenues  of  the  Data  Center  Division  of  Decimus 
were  approximately  $11.2  million. 

• The  400  employees  of  the  Data  Center  Division  are  divided  as  follows: 


- 

Marketing/sales 

18 

- 

Customer  support 

75 

- 

Computer  operations 

280 

- 

Administrative 

27 

400 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Data  Centers'  revenues  are  derived  from  providing 
processing  services,  primarily  to  mortgage  services  firms. 

• Approximately  50%  of  the  processing  is  remote  computing,  and  50%  is  batch 
services.  Decimus  currently  has  about  250  financial  institutions  using  its 
services. 

• Network  service  fees  are  fixed  by  contract  and  based  on  the  volume  of 
processing  required  by  the  client. 


* INPUT  estimate 
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• The  company  maintains  four  data  centers  located  in  San  Francisco,  Cerritos 
(CA),  Elk  Grove  Village  (IL),  and  Piscataway  (NJ).  Applications  available  on 
its  network  are: 

On-line  customer  information  file. 

On-line  teller  inquiry. 

General  ledger. 

Demand  deposit. 

Time  deposit. 

Certificate  of  deposit. 

Commercial  loan. 

Installment  loan. 

Mortgage  loan. 

Account  reconciliation. 

Microfiche  reporting  services. 

• The  Customer  Information  File,  Teller  Inquiry  and  Demand  Deposit  appli- 
cations are  available  on-line.  The  remaining  applications  are  available  in 
batch  or  remote  batch  modes. 

• The  majority  of  the  application  software  on  the  network  has  been  purchased 
from  other  companies.  Software  Pursuits  designed  and  installed  the  operating 
system  used  in  all  four  centers. 


INDUSTRY  MARKETS  One  hundred  percent  of  the  Data  Center  Division's  revenues 
are  derived  from  the  banking  and  finance  industry  sector  with  concentration  on 
institutions  with  assets  under  $1  billion. 


GEOGRAPHIC  MARKETS 

• Although  services  are  marketed  nationwide,  Decimus  concentrates  marketing 
in  Chicago,  New  York,  Los  Angeles,  and  San  Francisco. 

• All  sales  offices  are  located  at  the  Data  Center  locations. 


COMPUTER  HARDWARE  Hardware  configuration  of  their  data  centers  consists  of 
both  IBM  360/65s  and  IBM  370/ 1 55s.  Network  services  are  available  on  a regional  and 
national  basis. 
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DecisionOne  Corporation 


Chairman 

& CEO:  Kenneth  W.  Draeger 

President:  Stephen  J.  Felice 

50  East  Swedesford  Road 
P.O.  Box  3004 
Frazer,  PA  19355-0704 
Phone:  (610)  296-6000 


Status:  Public  (Pending) 

Employees:  5,900  (12/95) 

Revenue:  $679,284,000* 

Fiscal  Year  End:  6/30/95 

*Pro  forma 


Key  Points 

• DecisionOne  was  created  in  October  1995 
when  Decision  Servcom,  Inc.  (DSI)  acquired 
Bell  Atlantic  Business  Systems  Services 
(BSS),  a subsidiary  of  the  Bell  Atlantic 
Corporation. 

• DecisionOne  is  a leading  independent 
provider  of  services  and  support  for 
computer  hardware,  software,  networks, 
and  users  worldwide. 


• The  name  DecisionOne  represents  the 
company  vision  and  position  as  the  market 
leader  for  independent  service.  DecisionOne 
marks  the  organization’s  continued  growth 
and  commitment  to  staying  focused  on 
providing  customers  with  the  industry’s  best 
service  and  support. 

• The  DecisionOne  mission  is  single  focused: 
to  be  the  broadest  and  best  total  service 
provider  available. 

• In  March  1996,  DecisionOne  made  an  initial 
public  offering  of  7.5  million  shares  of  its 
common  stock. 
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Company  Description 

DecisionOne,  formed  in  October  1995, 
combines  the  midrange  equipment  focus  of 
DSI  and  the  mainframe,  distributed  system, 
and  workgroup  environment  focus  of  BSS. 

The  company  provides  support  for  all 
computing  environments,  from  the  data  center 
to  the  desktop. 

• The  company  supports  more  than  15,000 
hardware  products  manufactured  by  more 
than  1,000  OEMs.  Through  its  three 
customer  support  centers,  DecisionOne 
provides  support  for  most  major  operating 
systems  and  more  than  150  shrink-wrapped 
software  applications. 

• DecisionOne  services  more  than  40,000 
customers  at  over  130,000  sites  across  the 
U.S.  and  Canada. 

DecisionOne  has  filed  a registration 
statement  with  the  U.S.  Securities  and 
Exchange  Commission  for  the  sale  of  7.5 
million  shares  of  its  common  stock,  of  which 
6.3  million  shares  are  being  sold  by 
DecisionOne  and  1.2  million  shares  by  certain 
stockholders.  Estimated  net  proceeds  of 
$102.5  million  will  be  used  to  repay  bank 
debt,  pay  accrued  dividends  to  holders  of 
Redeemable  Preferred  Stock,  and  for  other 
general  corporate  purposes. 

DecisionOne  previously  operated  as  a 
privately  held  company.  Majority 
shareholders  included  the  firms  of  J.H. 
Whitney  & Co.  and  Welsh,  Carson,  Anderson 
and  Stowe. 

Organization  and  Structure 

The  majority  of  the  service  operations  of  DSI 
and  BSS  were  joined  together  as  of  December 
4,  1995.  The  field  organization  has  been 
realigned  into  new  geographic  regions  to 
better  serve  customers  of  both  companies. 


DecisionOne  believes  that  its  service 
infrastructure  provides  it  with  a significant 
competitive  advantage.  Components  of  the 
infrastructure  include  centralized  dispatch 
(service  call  management  and  Customer 
Support  Centers),  inventory  logistics  (a  tiered 
structure  of  parts  inventory,  based  on  usage), 
and  service  technology  (proprietary  technology 
for  service  planning,  support,  and  delivery). 

DecisionOne  has  approximately  3,900 
technical  personnel  located  in  more  than  150 
service  locations  in  North  America.  The 
company  operates  repair  depots  located  in 
Malvern  (PA),  Boston  (MA),  Milwaukee  (WI), 
and  San  Francisco  (CA). 

Company  Strategy 

BSS’  acquisition  by  DSI  was  intended  to 
expand  the  capabilities  of  the  two  leading 
independent  computer  service  firms. 

The  number-one  priority  of  the  new  company 
is  to  provide  high-quality  service  to  customers. 
A comprehensive  approach  to  technology  will 
address  the  hardware,  software,  network,  and 
people  support  requirements  of  information 
processing  professionals,  allowing  them  to 
gain  maximum  productivity  from  a single- 
source supplier.  The  key  elements  of 
DecisionOne’s  business  strategy  are: 

Emphasize  Position  as  Independent  Provider 

DecisionOne  believes  that  its  independence 
provides  it  with  a competitive  advantage  in  a 
multivendor  environment,  particularly 
relative  to  OEMs,  which  organizations  may 
perceive  as  favoring  the  OEM’s  own  products. 

Expand  Hardware  Maintenance  and 
Technology  Support  Capabilities 

DecisionOne  intends  to  continue  expanding 
the  breadth  of  hardware  products  that  it 
services.  The  company  believes  that  it  can 
distinguish  itself  by  building  on  its  proven 
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ability  to  provide  a single-source  solution  to  a 
wide  array  of  customers’  multivendor  support 
needs  in  complex  information  technology 
environments. 

Leverage  Existing  Infrastructure 

DecisionOne  realizes  substantial  economies  of 
scale  when  it:  adds  new  customers  in 
geographic  areas  it  currently  services;  adds 
new  customers  with  similar  equipment 
requirements  to  those  currently  serviced;  or 
cross-sells  additional  services  to  existing 
customers. 

Expand  Marketing  Channels 
DecisionOne  intends  to  expand  its  marketing 
efforts  to  organizations  directly  through  its 
own  sales  force  and  additional  direct 
marketing  efforts  such  as  telemarketing  and 
direct  response  marketing,  and  indirectly 
through  alliances  with  OEMs  and  other 
computer  services  providers  (systems 
integrators,  facilities  management 
outsourcers,  and  disaster  recovery  specialists). 

Financials 

DecisionOne’s  fiscal  1995  revenue  reached 
$163.0  million,  a 50%  increase  over  fiscal  1994 
revenue  of  $108.4  million.  Net  income  was 
$42.5  million,  up  321%  over  $10.1  million  for 
fiscal  1994. 

In  the  five-year  summary  on  the  following 
page,  financials  reflect  the  results  of  IDEA 
Servcom  from  the  date  of  its  acquisition  in 


September  1994.  The  results  of  BSS  are  not 
included  since  the  acquisition  did  not  occur 
until  October  1995. 

Pro  forma  revenue  for  fiscal  1995  (including 
the  results  of  BSS  and  IDEA  Servcom  as  of 
July  1,  1994)  was  approximately  $679.3 
million.  Operating  income  was  $55.6  million 
and  net  income  from  continuing  operations 
was  $20.2  million. 

• BSS  has  been  growing  at  the  rate  of 
approximately  15%  per  year  for  the  last 
three  years. 

• The  growth  of  DSI  over  the  last  three  years 
has  been  sporadic,  with  1%  growth  from 
1992  to  1993,  then  a 5%  decline  from  1993 
to  1994.  Other  factors  affecting  this  change 
in  revenues  include  DSI’s  acquisition  of  25 
local  and  regional  service  providers  over  the 
last  three  years. 

Source  of  Revenue 

DecisionOne’s  primary  source  of  revenue  is 
from  contracted  services  for  multivendor 
computer  maintenance  and  technology 
support  services,  including  hardware  support, 
user  and  software  support,  network  support, 
and  other  support  services.  Approximately 
70%  of  DecisionOne’s  revenue  during  the  last 
calendar  year  was  derived  from  maintenance 
contracts  for  post-warranty  services  covering 
a range  of  computer  hardware. 
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DecisionOne  Corporation 
Five-Year  Financial  Summary  (a) 
($  Millions,  except  per  share  data  ) 


Fiscal  Year  End 

Item 

6/95 

6/94 

6/93 

6/92 

6/91 

Revenue 

$163.0 

$108.4 

$114.0 

$112.8 

$113.5 

• Percent  change  from 
previous  year 

50% 

(5%) 

1% 

(1%) 

N/A 

Income  (loss)  before  taxes 

$18.3 

$11.1 

$(4.9) 

$1.6 

$(18.8) 

• Percent  change  from 
previous  year 

65% 

327% 

(406%) 

109% 

N/A 

Net  income  (loss)  (b) 

$42.5 

$10.1 

$(10.6) 

$2.5 

$(17.4) 

• Percent  change  from 
previous  year 

321% 

195% 

(524%) 

(c) 

114% 

N/A 

Earnings  (loss)  per  share 

$1.84 

$0.45 

$(0.50) 

$0.19 

$(1.38) 

• Percent  change  from 
previous  year 

309% 

190% 

(363%) 

114% 

N/A 

(a)  The  financial  data  presented  includes  the  results  of  operations  and  balance  sheet  data  of  the  Company  and 
reflects  the  following  acquisitions:  Servcom  from  September  1,  1994  and  BSS  from  October  20,  1995. 

(b)  Includes  a gain  (loss)  from  discontinued  operations  of  approximately  $1. 1 million,  $(5.4)  million , $(6.3) 


million,  and  $1.6  million  for  fiscal  1995,  1993,  1992,  and  1991,  respectively, 
(c)  Includes  a $7.4  million  gain  on  debt  restructuring. 


Interim  Results 

For  the  six  months  ending  December  31,  1995, 
DecisionOne’s  revenue  reached  $196.5  million, 
a 166%  increase  over  $73.8  million  for  the 
same  period  in  1994.  The  acquisition  of  BSS 
accounted  for  $97  million  of  the  revenue 
increase. 

Pro  forma  results  for  the  six  months  ending 
December  31,  1995  were  $354.0  million.  This 
assumes  combined  revenues  from  BSS  and 
DSI  for  the  full  period  from  July  1,  1995  to 
December  31,  1995. 

Market  Financials 

DecisionOne  sells  its  services  to  five  types  of 
customers: 

• Large  businesses  that  have  complex 
computing  support  needs  and  typically 


maintain  a data  center,  distributed 
computing,  and  work  group  environments 

• Medium-sized  businesses  that  rely  primarily 
on  distributed  systems  for  their  computing 
needs 

• Small  businesses  that  principally  use  LANs 
and  WANs  for  computing 

• Individuals  who  use  standalone  computing 

systems 

• OEMs  and  software  developers  that  contract 
with  DecisionOne  for  warranty  services  or 
help  desk  support. 
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Geographic  Markets 

DecisionOne  provides  service  worldwide. 

• In  order  to  provide  international  service  to 
its  multinational  customers,  DecisionOne 
supplements  its  North  American 
infrastructure  with  strategic  alliances  in 
selected  international  markets. 

• DecisionOne  maintains  relationships  with 
International  Computers  Limited  (ICL)  and 
FBA  Computer  Technology  Services  (FBA) 
to  provide  services  in  Western  Europe,  Asia, 
and  Australia. 

Acquisitions 

In  October  1995,  DSI  acquired  Bell  Atlantic 
Business  Systems  Services  (BSS)  from  Bell 
Atlantic  Corporation  for  approximately  $250 
million. 

• By  mid- 1995.  BSS  had  grown  to  be  among 
the  largest  independent  providers  of 
multivendor  computer  maintenance  and 
technology  support  services  in  the  U.S. 

• BSS  had  revenue  of  $457.7  million  and  net 
income  of  nearly  $8  million  for  the  year 
ending  December  31,  1994. 

• The  operations  of  BSS  and  DSI  have  been 
merged  to  form  DecisionOne. 

• In  December  1995,  DecisionOne  recorded  a 
restructuring  expense  of  $7  million, 
including  $6.9  million  relating  to  leases  of 
duplicate  facilities  and  $0. 1 million  related 
to  severance  of  employees. 

In  September  1995,  DSI  acquired  the 
multivendor  service  business  of  Storage 
Technology. 

In  April  1995,  DSI  purchased  substantially  all 
of  the  assets  of  Intelogic  Trace,  Inc.,  a major 


independent  service  organization  based  in  San 
Antonio  (TX). 

In  November  1994,  DSI  purchased  certain 
assets  of  tape-drive  manufacturer 
Acknowledge,  Inc.  of  Natick  (MA). 

In  August  1994,  DSI  acquired  the  assets  of 
IDEA  Servcom,  Inc.  for  $29.5  million. 

Servcom  was  a leading  independent  supplier 
of  maintenance  for  computer  systems,  PCs, 
networks  and  peripherals  from  IBM,  Wang, 
Qantel,  and  Decision  Data/IIS  at  more  than 
70,000  customer  sites  throughout  the  U.S.  and 
Canada. 

In  July  1994,  DSI  acquired  the  computer 
maintenance  assets,  inventory  and  customer 
maintenance  agreements  of  Tri-Office 
Automation,  Inc.  of  Cincinnati  (OH). 

Prior  to  June  1994,  DSI,  under  the  former 
name  of  Decision  Data  Services,  Inc.,  acquired 
19  local  and  regional  service  companies  as 
part  of  its  strategic  growth  plan.  The 
acquisitions  included:  Aerotech,  Baystate, 
Computer  Service  Group,  Continuity  Services, 
C-Tech  Systems,  D.P.  Enterprises,  Econocom 
Services,  First  Resource  Inc.,  J.  Marlowe 
Computer  Service,  DOK/LDI,  Officenet, 
Professional  Data  Service,  Inc.,  Pride,  Quality 
Computer,  Rodax,  Service  Assurance  Corp., 
Simplified  Service,  TMC,  and  Wiscomp. 

In  1990,  Bell  Atlantic’s  Sorbus,  Inc.  subsidiary 
acquired  Control  Data’s  third-party 
maintenance  unit  and  renamed  the  unit  Bell 
Atlantic  Business  Systems  Services. 

Employees 

As  of  December  31,  1995,  DecisionOne  had 
approximately  5,900  full-time  and  130  part- 
time  employees. 
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Key  Products  and  Services 

DecisionOne  prices  its  products  and  services 
on  either  a fixed-fee  or  per-incident  basis. 
Contracts  are  customized  based  on  the  nature 
of  the  customer’s  requirement,  the  term  of  the 
contract,  and  the  combination  of  services 
provided. 

Hardware  Support 

Support  services  consist  of  remedial  and 
preventive  maintenance  for  computer  and 
peripheral  devices,  as  well  as  a variety  of 
support  capabilities  required  to  prepare  a 
system  for  operation  and  improve  its 
efficiency.  Support  capabilities  include 
system  installation,  de-installation,  moves, 
upgrades,  reconfiguration,  system 
configuration  audits,  inventory  tracking 
services,  and  data  restoration  assistance. 

The  company  supports  more  than  15,000 
hardware  products  manufactured  by  more 
than  1,000  OEMs,  and  more  than  150  shrink- 
wrapped  software  applications. 

• DecisionOne  acts  as  a warranty  or 
maintenance  provider  for  equipment 
manufactured  by  Compaq,  Digital,  IBM,  and 
Sun,  among  others. 

• DecisionOne  also  repairs  and  refurbishes 
computer  parts  and  assemblies  at  seven 
depot  repair  centers  in  the  U.S.  certified  to 
ISO-9002  standards.  FIS  is  the  company’s 
real-time  system  that  tracks  inventory  and 
repairable  spare  parts  assigned  to  its  field 
work  force. 

User  arid,  Software  Support 

• DecisionOne  provides  customer  help  desk 
support,  handling  over  350,000  calls  per 
month.  Various  levels  of  support  are 
structured  to  meet  customers’  requirements. 

• The  company  provides  a central  “800” 


number  that  is  available  seven  days  a week, 
24  hours  a day.  DecisionOne  maintains 
three  Customer  Support  Centers  in  Malvern 
(PA),  Bloomington  (MN),  and  Austin  (TX) — 
staffed  with  over  300  customer  support 
representatives. 

• DecisionOne  provides  operating  system 
support  for  Windows  95,  Windows,  MS- 
DOS,  OS/2,  Sun  Microsystems’  Solaris,  and 
other  manufacturers’  UNIX-based  systems, 
and  network  operating  systems  such  as 
Novell  Netware  and  Windows  NT. 

• The  company  also  provides  support  for  over 
150  off-the-shelf  software  applications  for 
spreadsheets,  word  processing,  database 
and  graphics  programs,  desktop  publishing, 
communications  software,  and  system 
utilities. 

Network  Support 

DecisionOne  provides  support  services  for 
local-  and  wide-area  networks  designed  to 
improve  the  availability  and  productivity  of 
customers’  computing  resources.  Other 
services  include  on-site  and  remote  network 
administration,  and  help  from  network 
specialists  and  network  engineers. 

Management  Information 

As  a result  of  providing  support  services, 
DecisionOne  accumulates  information  on 
hardware,  networks,  and  user  performance 
that  allows  it  to  make  service  improvement 
recommendations  to  customers,  facilitating 
informed  decisions  regarding  hardware, 
software,  system  configurations,  and  required 
training  for  employees. 

Services  Management 

DecisionOne  provides  ongoing  management 
services  for  companies  that  wish  to  outsource 
all  or  a portion  of  their  services  management  , 
including  third-party  vendor  management, 
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fixed  asset  management  and  tracking,  on-site 
personnel  support,  and  program  evaluation. 

Planning  Support 

DecisionOne  provides  assistance  in  defining 
enterprise  service  requirements,  establishing 
service  delivery  benchmarks,  recommending 
process  improvements  and  auditing  the 
results  of  implemented  programs.  It  has 
recently  begun  entering  into  shared 
risk/shared  reward  agreements  with  certain 
customers.  In  these  cases,  the  compensation 
is  tied  to  the  attainment  of  customer  service 
cost  reductions  or  systems  availability  goals. 

Ancillary  Support  Services 
In  order  to  provide  single-source, 
comprehensive  solutions,  DecisionOne  has 
entered  into  strategic  alliances  with 
significant  vendors  to  provide  ancillary 
services  such  as  disaster  recovery,  computer 
leasing,  acquisition/disposition, 

and  financing  services. 

Services  Technology 

DecisionOne’s  proprietary  service  technologies 
include  the  following: 

• International  Support  Information  Systems 
(ISIS)  is  a database  accessible  to 
DecisionOne’s  customer  service  engineers 
that  includes  diagnostic  and  symptom  fix 
data  for  thousands  of  products,  remote 
support  capabilities  for  large  IBM  systems, 
and  service  planning  information. 

• SERVICE  EDGE  is  a PC-based  system 
installed  at  the  customer’s  site  that 
monitors  error  messages  and  collects  and 
reports  service  data  to  help  customers 
predict  potential  system  failures  and 
provide  system  performance  information. 


• MAXwatch  is  an  on-site  program  for  Digital 
products.  A similar  product,  MAX400,  is 
available  for  IBM  AS/400  systems. 

Clients 

DecisionOne  services  more  than  40,000 
customers  at  more  than  130,000  sites  across 
North  America. 

A representative  list  of  DecisionOne’s  larger 
customers  includes:  American  Airlines,  Aetna 
Life  Insurance  Company,  Avon  Products,  Bell 
Atlantic  Network  Services,  Bell 
Communications  Research,  Cessna  Aircraft 
Company,  Chevron  Information  Technology 
Company,  Compaq  Computer,  County  of 
Sacramento,  E.I.  du  Pont  de  Nemours  & 
Company,  EDS,  EMC2,  Emerson  Electric 
Company,  Exxon  Corporation,  FIserv,  General 
Electric  Company,  Genix,  Grand  Metropolitan 
Incorporated,  Kaiser  Health  Plan  Foundation, 
Lockheed  Information  Technology  Company, 
NationsBanc  Services,  Newport  News 
Shipbuilding  and  Dry  Dock  Co.,  Nissan  Motor 
Corporation,  Northrop  Grumman  Corporation, 
Philip  Morris,  PNC  Bank  Corporation,  Pratt 
& Whitney,  Sequent  Computer  Systems,  State 
of  Wisconsin,  Sun  Microsystems,  SunGard 
Recovery  Services,  The  International  Bank  for 
Reconstruction  and  Development,  and  the 
U.S.  Department  of  the  Army. 

Marketing  and  Sales 

DecisionOne  markets  its  services  through 
direct  and  indirect  channels. 

• The  direct  sales  force  consists  of 
approximately  220  sales  professionals  who 
are  organized  into  a general  commercial 
sales  group  as  well  as  into  several  dedicated 
groups,  including  a Federal  Group  (which 
sells  to  the  federal  government),  a National 
Accounts  Group  (which  focuses  on  large  and 
multinational  corporate  customers),  and  a 
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Telesales  Group  (which  focuses  on  small 
accounts). 

• DecisionOne  also  sells  its  services  through 
its  indirect  sales  force,  comprised  of 
approximately  40  sales  professionals. 
Product  support  relationships  exist  with 
OEMs  such  as  Sequent  Computer 
Corporation,  EMC2,  Sun,  and  Compaq,  and 
software  developers  such  as  Netscape, 
Novell,  Microsoft,  and  SunSoft. 

Alliances 

DecisionOne  has  many  strategic  alliances  to 
provide  seamless  services  in  the  U.S.  and 
internationally.  Some  key  relationships 
include  General  Electric  Computer  Leasing 
Corp.,  SunGard  Recovery  Services,  Inc., 
MicroAge,  Inc.,  International  Computers 
Limited  (ICL),  and  FBA  Computer  Technology 
Services. 

Competition 

DecisionOne  considers  its  principal 
competitors  to  include  IBM  and  its  affiliate 
Technology  Service  Solutions,  Digital 


Equipment  Corporation,  and  the  multivendor 
service  divisions  of  certain  other  OEMs. 

Other  competitors  include  Vanstar 
Corporation,  Entex  Corporation  and  Steam 
International,  and  various  service  providers. 

INPUT  Assessment 

DecisionOne’s  strengths  include: 

• No  system  bias 

• Depth  and  breadth  of  services 

• Experience  in  diverse  information 
technology  environments 

Challenges  include: 

• Gaining  name  recognition 

• Successfully  completing  the  integration  with 
BSS 

• Managing  the  company’s  rapid  growth 
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DEERE  TECH  SERVICES  William  Rankin,  General  Manager 

John  Deere  Road  Business  Unit  of  Deere  & Company 

Moline,  IL  61265-8098  Total  Employees:  104 

(309)  765-4093  Total  Revenue,  Fiscal  Year  End 


12/31/89:  $12,000,000  * 
Noncaptive  Information  Services 
Revenue:  $5,000,000  * 

* INPUT  estimate 

The  Company 

Deere  Tech  Services,  formed  in  November  1986  as  a business  unit 
of  Deere  & Company,  provides  professional  services  to  noncaptive 
clients  in  the  design  and  implementation  of  computer-integrated 
manufacturing  (CIM)  applications. 

• Deere  Tech  Services  also  provides  software  support  services  to 
its  parent  company  in  the  areas  of  product  planning  and  control 
systems,  MRP  support,  product  specification  support,  and 
support  to  the  Manufacturing  Engineering  department. 

INPUT  estimates  that  Deere  Tech  Services'  1989  revenue  reached 
$12  million,  a 20%  increase  over  1988  revenue  of  $10  million. 

* Approximately  $7  million  of  1989  revenue  was  derived  from 
captive  services  provided  to  the  parent  company,  compared  to 
$6  million  in  1988.  As  Deere  Tech  Services  becomes  more 
autonomous,  a larger  percent  of  revenue  will  be  derived  from 
noncaptive  sources. 

In  February  1990,  Deere  Tech  Services  became  a member  of 
IBM's  Cooperative  Software  Program  for  its  John  Deer  Computer- 
Aided  Process  Planning  System  (LD/CAPP).  The  company 
became  a member  of  the  IBM  Commercial  Systems  Integration 
program  in  August  1987  and  an  IBM  Authorized  Application 
Specialist  in  Jan  iary  1988. 

February  1990 
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Key  Products  and 
Services 


As  of  December  31,  1989,  Deere  Tech  Services  had  approximately 
104  employees,  segmented  as  follows: 


Marketing/sales/consulting  25 

Technical  support  31 

Manufacturing  systems  40 

Commercial  product  marketing  5 

Administrative  3 


104 

Deere  Tech  Services  considers  its  major  competitors  to  be  the  Big 
Eight  consulting  firms,  major  factory  automation  consultants,  and 
in-house  MIS  staffs. 


Approximately  70%  of  Deere  Tech  Services'  noncaptive  1989 
revenue  was  derived  from  professional  services  and  30%  from 
software  products  and  value-added  turnkey  systems. 

Professional  services  provided  to  the  manufacturing  sector  include 
manufacturing  and  network  consulting;  system  development, 
design,  and  implementation;  and  education  and  training. 

• Deere  Tech  Services  Manufacturing  Consulting  group  offers 
full  life  cycle  assistance,  from  enterprise  assessment 
evaluations,  through  project  management,  implementation,  and 
education  and  training  of  personnel. 

• Education  and  training  programs  deal  with  the  optimization  of 
CIM  implementation.  Topics  include  Corporate  Executive 
Management  Overview,  Planning  and  Implementing  World 
Class  Manufacturing,  Production  and  Inventory  Management, 
Cellular  Manufacturing,  Minimum  Cost  Production,  and 
Managing  Technology  and  Change. 

Factory  workshops  provide  hands-on  sessions  at  selected 
John  Deere  facilities.  Topics  covered  include  The 
Focused  Factory,  Total  Waste  Elimination  Strategy,  JIT 
Production,  a id  Local-Area  Networks. 

Deere  Tech  Services'  Network  Consulting  group  provides 
assistance  in  the  planning  and  implementation  of  MAP, 
TOP,  and  user  interfaces  for  CIM. 

Software  products  released  when  the  business  unit  was  formed  in 
1986  include  the  following: 
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• John  Deere  Group  Technology  System  (JD/GTS)  is  a parts 
classification  system  covering  all  phases  of  a part's  life  cycle 
from  design  and  preparation  for  production,  through 
manufacturing  and  shipment  to  customers. 

- Modules  are  available  to  support  data  entry,  data  extraction, 
analysis,  modifications,  file  handling,  and  help  facilities. 

- JD/GTS  runs  on  IBM  30XX,  43XX,  and  compatible 
mainframes  under  MVS.  There  are  currently  approximately 
12  installations. 

• John  Deere  Computer-Aided  Process  Planning  System 
(JD/CAPP)  reportedly  enables  engineers  to  generate  detailed 
manufacturing  instructions  4 to  6 times  faster  than  manual 
methods  and  results  in  standardized  routings,  machine  tools, 
and  labor  instructions.  It  also  facilitates  compliance  with 
Military  Specification  1567A. 

- JD/ CAPP  interfaces  with  shop  floor  control,  scheduling, 
MRP,  and  group  technology  applications. 

- JD/CAPP  runs  on  IBM  engineering  workstations  under 
AIX.  There  are  currently  approximately  12  installations. 

• John  Deere  Nesting  System  (JD/NEST)  provides  optimal 
material  utilization  for  just-in-time  sheet  metal  parts 
production. 

- Options  support  plasma/laser/waterjet  cutting,  routing  of 
single  and  multiple  sheets,  and  waterjet,  reciprocating  chisel, 
and  knife  composite  cutting. 

- JD/NEST  directly  accesses  part  geometry  from  many 
leading  CAD/CAM,  CAD  AM,  and  CADLINC  systems. 

- JD/NEST  is  available  for  IBM  43 XX  and  30XX  systems 
under  VM  or  MVS  and  CAD  AM  CAD/CAM  software,  and 
on  CIMLINC  POWER  CIM  workstations  under  UNIX. 
There  are  currently  approximately  12  installations. 

• Assembly  Variation  Simulation  System  (JD/AVSS)  provides  a 
"what-if  approach  to  design  tolerance  assignment. 

- JD/AVSS  predicts  the  effect  of  design  tolerances  and 
manufacturing  variations  before  the  prototype  is  built. 
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- JD/AVSS  runs  on  IBM  PC  AT  and  compatible 
microcomputers. 

The  company  no  longer  actively  markets  the  JD/DRP  Design 
Retrieval  System  option  for  JD/GTS  or  the  JD/RRTE  Robot 
Repeatability  Testing  system. 

Industry  Markets 

Approximately  85%  of  Deere  Tech  Services  noncaptive  revenue 
was  derived  from  the  manufacturing  industry  and  15%  from  the 
Department  of  Defense. 

Deere  Tech  Services  currently  has  about  50  to  60  clients,  including 
AiResearch,  Allen  Bradley,  AMF,  EDS,  Jaguar,  Winnebago, 
General  Motors,  Gates  Rubber,  Boeing,  CAM-I,  Navistar,  and  the 
U.S.  Air  Force. 

Geographic 

Markets 

Approximately  85%  of  Deere  Tech  Services'  1989  revenue  was 
derived  from  the  U.S.  and  15%  was  derived  from  Canada. 

Computer 

Hardware 

Deere  Tech  Services  has  seven  IBM  3090-600  mainframes  and 
various  CIM  workstations  installed  to  support  clients. 

o 
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DEERE  TECH  SERVICES 

John  Deere  Road 
Moline,  IL  61265-8098 
(309)  765-4093 


William  Rankin,  General  Manager 
Business  Unit  of  Deere  & Company 
Total  Employees:  97 
Total  Revenue,  Fiscal  Year  End 
12/31/88:  $10,000,000 *  * 
Noncaptive  Information  Services 
Revenue:  $4,000,000  * 

* INPUT  estimate 


The  Company  Deere  Tech  Services,  formed  in  November  1986  as  a business  unit 

of  Deere  & Company,  provides  professional  services  to  noncaptive 
clients  in  the  design  and  implementation  of  computer-integrated 
manufacturing  (CIM)  applications. 

• Deere  Tech  Services  also  provides  software  support  services  to 
its  parent  company  in  the  areas  of  product  planning  and  control 
systems,  MRP  support,  product  specification  support,  and 
support  to  the  Manufacturing  Engineering  department. 

INPUT  estimates  that  Deere  Tech  Services'  1988  revenue  reached 
$10.0  million,  approximately  a 40%  increase  over  1987  revenue  of 
$ 7.2  million. 

Approximately  60%  of  1988  revenue  was  derived  from  captive 
services  provided  to  the  parent  company.  As  Deere  Tech 
Services  becomes  more  autonomous,  a larger  percent  of 
revenue  will  be  derived  from  noncaptive  sources. 

• INPUT  estimates  Deere  Tech  Services'  revenue  will  increase  by 
45%  during  1989. 

Deere  Tech  Services  became  a member  of  the  IBM  Commercial 
Systems  Integration  program  in  August  1987  and  an  IBM 
Authorized  Application  Specialist  in  January  1988. 
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Key  Products  and 
Services 


As  of  December  31,  1988,  Deere  Tech  Services  had  approximately 
97  employees,  segmented  as  follows: 


Marketing/sales/consulting  25 

Technical  support  24 

Manufacturing  systems  40 

Commercial  product  marketing  5 

Administrative  _3 

97 


Deere  Tech  Services  considers  its  major  competitors  to  be  the  Big 
Eight  consulting  firms,  major  factory  automation  consultants,  and 
in-house  MIS  staffs. 


Approximately  80%  of  Deere  Tech  Services'  noncaptive  1988 
revenue  was  derived  from  professional  services  and  20%  from 
software  products  and  value-added  turnkey  systems. 

Professional  services  provided  to  the  manufacturing  sector  include 
manufacturing  and  network  consulting;  system  development, 
design,  and  implementation;  and  education  and  training. 

* Deere  Tech  Services  Manufacturing  Consulting  group  offers 
full  life  cycle  assistance,  from  enterprise  assessment 
evaluations,  through  management  of  the  project,  the 
implementation,  and  education  and  training  of  personnel. 

• Education  and  training  programs  deal  with  the  optimization  of 
CIM  implementation.  Topics  include  Corporate  Executive 
Management  Overview,  Planning  and  Implementing  World 
Class  Manufacturing,  Production  and  Inventory  Management, 
Cellular  Manufacturing,  Minimum  Cost  Production,  and 
Managing  Technology  and  Change. 

Factory  workshops  provide  hands-on  sessions  at  selected 
John  Deere  facilities.  Topics  covered  include  The 
Focused  Factory,  Total  Waste  Elimination  Strategy,  JIT 
Production,  and  Local  Area  Networks. 

Deere  Tech  Services  Network  Consulting  group  provides 
assistance  in  the  planning  and  implementation  of  MAP, 
TOP,  and  user  interfaces  for  CIM. 

Software  products  released  when  the  business  unit  was  formed  in 
1986  include  the  following: 
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• John  Deere  Group  Technology  System  (JD/GTS)  is  a parts 
classification  system  covering  all  phases  of  a part's  life  cycle 
from  design  and  preparation  for  production,  through 
manufacturing  and  shipment  to  customers. 

- Modules  are  available  to  support  data  entry,  data  extraction, 
analysis,  modifications,  file  handling,  and  help  facilities. 

- John  Deere  Design  Retrieval  system  (JD/DRP),  an  option 
of  JD/GTS  targeted  to  the  design  group,  allows  an  interface 
between  the  JD/GTS  system  and  CAD  AM  graphics 
package.  The  interface  allows  the  design  engineer  to  check 
the  key  features  of  a design  part  against  the  features  of 
existing  parts  for  alternatives. 

- JD/GTS  runs  on  IBM  30XX,  43XX,  and  compatible 
mainframes  under  MVS. 

• John  Deere  Nesting  System  (JD/NEST)  provides  optimal 
material  utilization  for  just-in-time  sheet  metal  parts 
production. 

- Options  support  plasma/laser/waterjet  cutting,  routing  of 
single  and  multiple  sheets,  and  waterjet,  reciprocating  chisel, 
and  knife  composite  cutting. 

- JD/NEST  directly  accesses  part  geometry  from  many 
leading  CAD/CAM,  CAD  AM,  and  CADLINC  systems. 

- JD/NEST  is  available  for  IBM  43 XX  and  30XX  systems 
under  VM  or  MVS  and  CAD  AM  CAD/CAM  software,  and 
on  CIMLINC  POWER  CIM  workstations  under  UNIX. 

• Assembly  Variation  Simulation  System  (JD/AVSS)  provides  a 
"what-if  approach  to  design  tolerance  assignment. 

- JD/AVSS  predicts  the  effect  of  design  tolerances  and 
manufacturing  variations  before  the  prototype  is  built. 

- JD/AVSS  runs  on  IBM  PC  AT  and  compatible 
microcomputers. 

Deere  Tech  Services  also  provides  John  Deere  Robot 
Repeatability  Testing  (JD/RRTE)  hardware  and  software  that 
determines  robot  positioning  repeatability  capabilities  in 
production  applications. 
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• JD/RRTE  is  used  to  acceptance  test  the  performance  of  new 
robots  and  identify  wear  and  sensor  performance  for 
preventative  maintenance  of  robots. 

• The  JD/RRTE  system  includes  an  HP  7 IB  computer  with 
RAM  plug-in  modules,  HP  interface  loop,  HP  Thinkjet  printer 
and  the  John  Deere  ROM  plug-in  module.  Options  for  an  RS 
232/HP-IL  interface,  additional  RAM  and  others  are  available. 

• There  are  approximately  20  systems  installed  for  over  10 
customers.  The  system  cost  is  approximately  $10,000. 

Industry  Markets 

Approximately  75%  of  Deere  Tech  Services  revenue  was  derived 
from  the  manufacturing  industry  and  25%  from  the  Department  of 
Defense. 

Deere  Tech  Services  clients  include  Jaguar,  Winnebago,  General 
Motors,  Allied  Automotive,  Gates  Rubber,  Boeing,  CAM-I,  and 
the  U.S.  Air  Force. 

Geographic 

Markets 

Approximately  85%  of  Deere  Tech  Services'  1988  revenue  was 
derived  from  the  U.S.  and  15%  was  derived  from  Canada. 

Computer 

Hardware 

Deere  Tech  Services  has  seven  IBM  3090-600  mainframes  and 
various  CIM  workstations  installed  to  support  clients. 

a 
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Deloitte  & Touche 
Consulting  Group 


U.S.  Headquarters 

Ten  Westport  Road 

PO  Box  820 

Wilton,  CT  06897-0820 

Phone:  (203)761-3000 

Fax:  (610)834-2200 


Status:  Subsidiary 

Parent:  Deloitte  & Touche  LLP 

Employees:  10,000  (12/97) 

Revenue:  $2,100,000,000* 

Fiscal  Year  End:  12/31/97 

• Company  estimate 

Key  Points 

• Deloitte  & Touche  Consulting  Group  is  a division  of  Deloitte  & Touche  LLP  and 
provides  management  consulting  services  such  as  business  process  reengineering 
and  change  management. 

• Service  lines  are  comprised  of  Change  Management,  Client  Server  Solutions,  and 
Reengineering  for  Results 

• Deloittte  & Touche  Consulting  Group  focuses  on  seven  industries:  manufacturing, 
public  utilities,  health  care,  public  sector,  financial  services,  consumer  intensive 
businesses,  and  telecommunications  and  electronic  services. 
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• Deloitte  & Touche  Consulting  Group  has  traditionally  made  acquisitions  to  expand 
its  expertise  in  the  areas  of  systems  architecture,  networking,  systems  integration, 
programming,  and  enterprise  applications  solutions. 

• Deloitte  & Touche  Consulting  Group/ICS  (Deloitte  Consulting/ICS)  offers  the  Baan 
and  SAP™  services  within  Deloitte  & Touche  Consulting  Group. 

• Deliotte  & Touche  Consulting  Group/DRT  Systems  (Deloitte  & Touche/DRT)  installs 
client/server  systems,  transaction  processing  systems,  and  database  management 
systems. 

• The  Deloitte  & Touche  Consulting  Group  relies  on  Praxis,  its  United  Kingdom- 
based  software  engineering  company,  to  provide  custom  solutions  for  industry- 
specific  business  needs. 

Company  Description 

Deloitte  & Touche  LLP  is  part  of  Deloitte  Touche  Tohmatsu,  a global  provider  of 
professional  services. 

Deloitte  & Touche  Consulting  Group  is  one  of  the  world’s  largest  consulting  services 
practices  with  more  than  $2.1  billion  in  revenue  in  1997.  The  firm  provides  solutions 
that  better  enable  businesses  to  operate  with  effectiveness. 

Deloitte  Consulting/ICS  provides  Baan  and  SAP  software  implementation  with 
business  process  reengineering  (BPR),  complementary  software  products,  education 
and  training,  and  change  management  services.  The  company  currently  has  more 
than  250  clients  worldwide. 

Deloitte  Consulting/DRT  Systems  offers  technical  consulting  and  implementation 
services  in  North  America. 

Organization  and  Structure 

Deloitte  & Touche  Consulting  Group  is  organized  functionally  and  by  industry. 

The  organization  is  divided  into  three  functional  lines:  Change  Management,  Client 
Server  Solutions,  and  Reengineering  for  Results. 

Industry  alignment  is  organized  into  Manufacturing,  Public  Utilities,  Health  Care, 
Public  Sector,  Financial  Services,  Consumer  Intensive  Businesses,  and 
Telecommunications  and  Electronic  Services. 

Deloitte  & Touche  Consulting  Group  operates  in  126  countries. 
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Company  Strategy 

Deloitte  & Touche  Consulting  Group  aims  to  “bring  business  systems  to  life”  through 
a full  range  of  services  that  can  be  scaled  to  fit  any  project,  regardless  of  scope  or  size. 

Deloitte  & Touche  Consulting  Group  is  offering  business  transformation  on  three 
levels:  Strategic  Transformation,  Operations  Transformation,  and  Information 
Management  Transformation. 

Strategic  Transformation  may  be  subdivided  into: 

• Competitive  strategy 

• Public  policy,  restructuring,  & privatization 

• Systems  for  growth 

• Value  solutions 

Operations  Transformation  includes: 

• Reengineering 

• Change  leadership 

• Distribution  and  logistics 

• Customer/product  profitability  in  regulated  industries 

• Solutions  for  growth 

• Program  management 

• Value  solutions 

Information  Management  Transformation  includes: 

• Strategic  technology  transformation 

• Enterprise  application  systems 

• Networking 

• Client  server  solutions 
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Geographic  Presence 

Deloitte  & Touche  Consulting  Group 

Deloitte  & Touche  Consulting  Group  operates  in  126  countries  in  roughly  the  same 
locales  as  Deloitte  Touche  Tohmatsu. 

Deloitte  & Touche/DRT 

Deloitte  & Touche/DRT  has  11  offices  in  North  America.  Current  locations  are 
Albany  (NY),  Boston  (MA),  Chicago  (IL),  Cleveland  (OH),  Houston  (TX),  Kansas  City 
(MO),  Los  Angeles  (CA),  Nashville  (TN),  New  York  (NY),  Ottawa  (Ontario,  Canada), 
and  Toronto  (Ontario,  Canada). 

Deloitte  & Touche/ICS 

Deloitte  & Touche/ICS  divides  its  operation  into  three  regional  geographies: 
Americas,  Europe,  and  Asia  Pacific. 

In  the  Americas,  there  are  three  offices  in  Canada  (Calgary,  Montreal,  and  Toronto) 
and  11  offices  in  ten  locations  across  the  United  States.  The  U.S.  locations  are  as 
follows:  Atlanta  (GA),  Bellevue  (WA),  Chadds  Ford  (PA),  Cleveland  (OH),  Foster  City 
(CA),  Houston  (TX),  Oakbrook  Terrace  (IL),  Phoenix  (AZ),  Santa  Ana  (CA),  and 
Waltham  (MA). 

In  Europe,  Deloitte  and  Touche/ICS  has  offices  in  Brussels,  Belgium;  Copenhagen, 
Denmark;  Seine,  France;  Heidelberg,  Germany;  Milano,  Italy;  Luxembourg; 
Eindhoven  and  Amsterdam  in  the  Netherlands;  Oslo,  Norway;  Lisboa,  Portugal; 
Madrid,  Spain;  Stockholm,  Sweden;  Oberwil,  Switzerland;  and  Bracknell  in  the 
United  Kingdom. 

Employees 

Deloitte  & Touche  Consulting  Group  has  approximately  10,000  employees  at  1997 
year-end.  About  2,400  of  the  above  total  is  with  Deloitte  & Touche/ICS. 

Key  Products  and  Services 

Deloitte  & Touche  Consulting  Group  has  worked  closely  with  its  parent  company  to 
develop  software  useful  to  its  accounting  and  audit  practices.  Examples  include: 

• Visual  Assurance  - monitors  corporate  control  and  compliance 

• AuditSystem/2  for  Internal  Audit  - an  automated  audit  workpaper  system 

Deloitte  & Touche  Consulting  Group  has  created  the  Client  Server  Solution  Center  in 
Minneapolis,  Minnesota  to  better  deploy  client/server  technology  in  the  reengineered 
business  process. 
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Deloitte  & Touche/ICS 

Deloitte  & Touche/ICS  is  the  Baan  and  SAP  practice  for  the  Deloitte  & Touche 
Consulting  Group.  Deloitte  Consulting/ICS  offers  consulting,  Baan  and  SAP 
implementation,  education  and  training  professional  services  as  well  as  SAP 
complementary  software  products. 

Business  Transformation  Aids 

Prior  to  implementation  of  Baan  or  SAP  software,  ValuePrint™,  the  Deloitte 
Consulting/ICS  proprietary  business  case  development  tool,  offers  an  accurate 
determination  of  the  potential  value  provided  from  systems  investments. 

The  IndustryPrint™  methodology  is  designed  to  be  a comprehensive  set  of  blueprints 
for  delivering  the  accumulated  consulting  expertise  of  Deloitte  Consulting/ICS  to  the 
client’s  enterprise  transformation.  Using  best  practices  from  within  the  client 
industry  as  well  as  across  industries,  IndustryPrint ™ models  business  processes- 
which,  in  turn,  may  be  used  to  leverage  ERP  software  to  support  those  processes. 
Using  IndustryPrint™  as  a blueprint  accelerates  the  implementation  of  the  enterprise 
application  software  by  rationalizing  the  implementation  process  and  minimizing 
complexity.  The  stated  goal  is  to  reduce  costs  and  to  reduce  time  to  go  live. 


Implementation  Services 

SAP 

FastTrack  for  SAP  is  Deloitte  Consulting/ICS’  proprietary  rapid  implementation 
methodology  that  provides  a structured  path  to  quick  knowledge  transfer  and  client 
self-sufficiency  at  any  scale.  FastTrack  for  SAP  also  incorporates  Deloitte  & Touche’s 
Reengineering  for  Results™  methodology. 

• Developed  specifically  for  SAP  software,  FastTrack  for  SAP  is  an  integrated 
methodology,  using  a building  -block  approach  with  built-in  checkpoints. 

• FastTrack  for  SAP  has  five  stages — scoping  and  planning,  visioning  and  targeting, 
redesign,  configuration,  and  testing  and  delivery. 

• With  its  FastTrack  for  SAP  methodology,  Deloitte  Consulting/ICS  covers  the  full 
development  life  cycle,  including  project  management,  technical  infrastructure, 
system  integrity,  change  management,  training  and  documentation. 

Deloitte  Consulting/ICS  has  launched  an  internal  SAP  support 

network — KnowledgeLink  for  SAP — that  serves  as  a front-line  of  pooled  expertise 

where  field  consultants  can  look  to  for  additional  support. 
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• This  initiative  is  organized  by  functional  expertise  and  rotates  full-time  staff  in  and 
out  of  the  field  every  12  to  18  months,  resulting  in  more  knowledgeable,  practical 
reality-based  consultants. 

• KnowledgeLink  for  SAP  globally  applies  SAP  best  practices  for  each  major  business 
process  and  corresponding  SAP  module.  The  functions/modules  include  sales  and 
distribution  ((SD),  materials  management  (MM),  production  planning  (PP), 
production  planning  for  the  process  industry  (PP-PI),  finance  (FI),  costing  (CO), 
electronic  data  interchange  (EDI)  and  technical  infrastructure  (Basis,  workflow, 
ALE). 

Deloitte  Consulting/ICS  established  a SAP  Solutions  Center  for  SAP  R/3,  located 
adjacent  to  SAP’s  Western  Region  headquarters  in  Foster  City  (CA),  which  provides  a 
showcase  of  SAP  implementations  and  best  practices.  Clients,  prospects,  consultants 
and  SAP  account  executives  can  come  to  the  SAP  Solutions  Center  to  see  and 
experience  real-world  applications  of  SAP  software.  It  addition,  the  center  provides 
access  to  all  of  Deloitte  Consulting/ICS’  products,  tools,  templates,  industry  models 
and  methodologies. 

Deloitte  Consulting/ICS  has  opened  a Microsoft  NT  Competency  Center  in  Toronto 
(Canada),  a complete  solution  center  providing  expertise  for  R/3  customers  when 
evaluating  and  implementing  the  SAP  suite  of  business  applications  running  on 
Microsoft  SQL  Server  6.0  and  Microsoft  Windows  NT  Server  3.5 

Deloitte  Consulting/ICS  has  also  established  an  EDI  Center  of  Expertise  (COE)  for 
development  and  support  of  EDI  activities  and  implementations. 

Baan 

FastTrack  for  Baan  is  the  syntheses  of  two  integrated  methodologies:  the  FastTrack 
methodology  developed  by  Deloitte  Consulting/ICS  and  Baan’s  Target  project 
methodology. 

• Developed  specifically  for  Baan  software,  FastTrack  for  Baan  is  an  integrated 
methodology,  using  a building  -block  approach  with  built-in  checkpoints. 

• FastTrack  for  Baan  has  five  stages — scoping  and  planning,  global  business 
modeling,  detail  process  design,  final  model  validation,  and  testing  and  delivery. 

• With  its  FastTrack  for  Baan  methodology,  Deloitte  Consulting/ICS  helps  channel 
the  decision-making  process  along  the  issues  of  project  management, 
reengineering  with  Baan,  information  technology,  process  and  system  integrity, 
change  leadership,  and  training  and  documentation. 

Education  and  Training 
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Deloitte  Consulting/ICS  provides  a range  of  training  services  that  complement  the 
training  provided  by  Baan  and  SAP,  from  managerial  overviews  to  highly  intensive 
SAP  workshops  for  project  teams. 

• Training  is  in  the  context  of  business  processes,  as  opposed  to  teaching  software 
features  and  functions.  Training  programs  are  highly  modular  so  that  customers 
can  select  what  they  need  to  know  to  perform  their  jobs. 

• Deloitte  Consulting/ICS’  training  methodology  is  based  on  defined  curricula.  The 
Electronic  Performance  Support  Solution  (EPSS)  uses  intranet  technology  and/or 
the  Internet  to  provide  clients’  employees  with  instant  access  to  training  materials 
and  performance  support  information. 

• Training  is  available  both  at  the  client  site  and  at  Deloitte  Consulting/ICS’  Business 
Technology  Center,  a dedicated  training  facility  in  Chadds  Ford. 

Complementary  Software  Products 

Deloitte  Consulting/ICS  develops  and  employs  the  following  products  and  tools  to  help 
customers  expand  SAP’s  capabilities: 

• ARIS-Toolset  is  a BPR  tool  that  automates  the  development  of  business  process 
models.  It  is  a Windows-based  graphical  user  application  that  integrates  data, 
functions,  processes  and  organizational  structure  into  a three-dimensional 
perspective.  ARIS-Toolset  automates  the  development  of  business  process  models. 

• Universal  Portable  Interface  (UPI)  is  a proprietary  graphical  tool  for  implementing 
interface  transactions  between  SAP  and  legacy  applications.  It  is  consistent  with 
both  EDI  and  non-EDI  requirements  and  eases  the  conversion  of  legacy  data  to  SAP 
R/3  systems. 

• OpenScan /I  is  a combination  of  barcoding  and  radio  frequency  technologies  that 
validates  and  sends  data  in  real  time  from  plants  or  warehouses  directly  to  the 
appropriate  SAP  application. 

Deliotte  & Touche  Consulting  Group/D RT  Systems 

In  the  United  States,  some  system  and  software  related  service  lines  are  offered 
through  Deloitte  & Touche  Consulting  Group/D  RT  Systems.  DRT  Systems’  service 
lines  are: 

• Architectured  solutions 

• Architecture  consulting 

• Custom  development 

• Legacy  support 
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• Package  implementations 

• Contract  services 

Oracle  and  PeopleSoft 

Oracle  solutions  are  offered  through  Deloitte  & Touche  Consulting  Group/DRT 
Systems.  PeopleSoft  solutions  are  carried  directly  by  Deloitte  & Touche  Consulting 
Group. 

Clients 

Clients  include  Allied  Signal,  Cadbury/Motts  Canada,  Colgate  Palmolive  Europe,  Elf 
Lubricants,  Fujitsu  Network  Communications,  HiPerformance  Systems,  Landmark 
Graphics,  McGaw  (a  division  of  B.  Braun  America),  Microsoft,  Norsk  Hydro,  Novartis 
Agro,  SBS  Group,  and  Tulip  Computers, 

Marketing  and  Sales 

Alliances 

Deloitte  & Touche  Consulting  Group  has  alliances  with  Acquion;  AutoTester,  Inc.; 
Digital;  Haht;  Hewlett-Packard;  IntelliCorp;  12  Technologies;  Manugistics;  Mercury 
Interactive;  Numetrix;  One  Wave,  Inc.;  QAD;  and  Sterling  Commerce. 

Partnerships 

Deloitte  & Touche  Consulting  Group/ICS  has  partnerships  with  Baan  and  SAP. 

Competitors 

Deloitte  & Touche  Consulting  Group’s  primary  competition  comes  from  Arthur 
Andersen,  Andersen  Consulting,  Coopers  & Lybrand,  Ernst  & Young,  KPMG  and 
Price  Waterhouse. 

Assessment 

Deloitte  & Touche  Consulting  Group  considers  its  strengths  to  include: 

• Global  strength 

• Wide-ranging  industry  expertise  in  enterprise  transformation 

• Comprehensive  technology  understanding 

INPUT  feels  that  of  the  above  mentioned  strengths,  industry  expertise  is  the  most 
valuable  to  Deloitte  & Touche  Consulting  Group  today.  The  next  twelve  months  are 
critical  in  proving  that  Deloitte  & Touche  Consulting  Group  delivers  innovative 
solutions  through  emerging,  often  web-based  packages.  Coupled  with  its  efforts  to 
promote  the  stability  of  the  firm,  the  ability  to  take  a client  to  the  forefront  of 
technology  could  make  Deloitte  & Touche  Consulting  Group  increasingly  a firm  of 
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choice.  With  Deloitte  & Touche/ICS,  the  consulting  group’s  most  important  asset  of 
technological  expertise,  concentrating  solely  on  SAP  and  Baan,  this  seems  unlikely  to 
happen. 
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Deloitte  & Touche  Consulting 

Group/ICS 


Chairman:  Al  Fisher 

CEO:  Alfred  Grunwald 

Chadds  Ford  Business  Campus 
Brandywine  5 Building 
Chadds  Ford,  PA  19317 
Phone:  (610)  558-3900 

Fax:  (610)558-7200 


Deloitte  & Touche  Consulting 

Group 

ICS 


Status:  Subsidiary 

Parent:  Deloitte  & Touche  Tohmatsu 

International 

Employees:  1,800(9/96) 

Revenue:  $170,000,000* 

Fiscal  Year  End:  12/31/95 

* Company  estimate 

Key  Points 

• Deloitte  & Touche  Consulting  Group/ICS 
(ICS)  provides  implementation  services 
and  products  designed  to  help  clients 
leverage  the  power  of  SAP  as  fully  and 
rapidly  as  possible. 


• ICS  operated  as  International  Consulting 
Solutions,  Inc.  until  March  1995,  when  it 
was  acquired  by  Deloitte  & Touche. 

• In  May  1996,  ICS  appointed  Alfred 
Grunwald  as  CEO.  Mr.  Grunwald  was 
formerly  Deputy  CEO. 

• In  July  1996,  ICS  added  a new  sales  and 
consulting  office  in  the  Boston  area, 
expanding  the  firm’s  presence  to  22  offices 
worldwide. 

• In  August  1996,  ICS  introduced  its 
“Transformation”  initiative,  which 
includes  preconfigured,  industry-specific 
templates  for  SAP’s  R/3  software;  new 
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partnerships  with  AutoTester,  IntelliCorp, 
and  One  Wave;  and  a BPR  for  SAP  Service 
Line  for  R/3-driven  business  process 
reengineering. 

Company  Description 

ICS  provides  SAP  software  implementation 
with  business  process  reengineering  (BPR). 
complementary  software  products,  education 
and  training,  and  change  management 
services.  The  company  currently  has  more 
than  200  clients  worldwide. 

ICS  was  founded  in  1990  as  International 
Consulting  Solutions  by  SAP  professionals 
to  provide  rapid  SAP  implementation 
services  for  companies  worldwide. 

• In  March  1995,  ICS  was  acquired  by 
Deloitte  & Touche  Consulting  Group. 
Terms  of  the  acquisition  were  not 
disclosed. 

• ICS  now  operates  as  a subsidiary  of 
Deloitte  & Touche  Consulting  Group. 

The  parent  company,  Deloitte  & Touche 
Tohmatsu  International  (DTTI),  is  one  of  the 
world’s  leading  consulting  services  practices 
with  more  than  $1  billion  in  global 
consulting  revenues  and  more  than  56,000 
employees  in  more  than  100  countries.  The 
firm  provides  a range  of  services  to 
industries  including  manufacturing,  health 
care,  financial  services,  retail  consumer- 
intensive businesses,  telecommunications, 
utilities,  and  the  public  sector. 


Organization  and  Structure 

Key  executives  are  listed  below. 


ICS  Key  Executives 


Name 

Title 

Al  Fisher 

Chairman 

Alfred  Grunwald 

CEO 

Juergen  Sattler 

CEO,  Americas 

John  Southcott 

COO,  Canada 

John  Cherry 

CEO,  Asia  Pacific 

Ulrich  Schell 

CEO,  Europe 

Craig  Giffi 

VP,  Global  Industry  Practices 

John  McKenna 

VP,  Global  Sales 

Cliff  Retzlaff 

VP,  Consumer  Intensive 
Business  Practice 

Clive  Weightman 

VP,  Process  Industries 

Ron  Chapman 

VP,  High  Technology  Industry 

Leigh  A.  Kelleher 

VP,  Educational  Services 

James  T.  Parker, 
Jr. 

VP,  Human  Resources 

ICS  currently  has  34  offices  in  15  countries 
throughout  North  America,  Europe,  the 
Asia/Pacific  region,  and  South  Africa. 

• U.S.  offices  are  in  Chadds  Ford  (PA)  and 
in  the  metropolitan  areas  of  Atlanta  (GA), 
Boston  (MA),  Chicago  (IL),  Houston  (TX), 
Los  Angeles  and  San  Francisco  (CA),  and 
Phoenix  (AZ). 

• International  offices  include  locations  in 
Australia,  Belgium,  Canada,  France, 
Germany,  Italy,  Japan,  Luxembourg,  the 
Netherlands,  New  Zealand,  South  Africa, 
Switzerland,  and  the  U.K. 
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Company  Strategy 

ICS’  mission  is  to  be  “ the  most  capable  SAP 
consulting  organization  in  the  global 
marketplace  by  providing  results-oriented, 
integrated  business  transformation  services.” 

ICS  is  focused  on  rapid,  high-quality 
implementations  of  SAP  solutions  in 
client/server  environments. 

• ICS  believes  that  its  deep  SAP  expertise 
and  business  experience  offers  clients  a 
full  range  of  services  that  can  be  scaled  to 
fit  any  project,  regardless  of  scope  or  size. 

• The  firm  recognizes  that  clients  want 
quick  implementations  with  bottom-line 
results. 

• ICS  has  developed  an  approach — called 
reality -based  transformation — that 
minimizes  the  risks  of  business 
transformation  by  taking  a common-sense 
approach  to  SAP  implementations  that  are 
sized  to  fit  and  scaled  to  accomplish  each 
clients’  unique  goals  and  business 
objectives. 

• ICS  maps  its  services  to  the  critical  areas 
of  strategy  transformation,  process 
transformation,  and  technology 
transformation  that  can  occur  with  SAP 
implementations. 

• To  help  clients  grasp  the  “big  picture,”  ICS 
provides  a roadmap  that  shows  the  full 
scope  of  the  implementation  process. 

Issues  such  as  change  management  and 
education  are  addressed  up  front. 

In  August  1996,  ICS  announced  a 
“Transformation”  initiative  to  make  the 
company  smarter,  faster,  and  more 
responsive  to  its  clients.  The  first  programs 
of  the  initiative  included: 


• Industry  Prints™ — preconfigured, 
industry-specific  process  models  to  assist 
in  the  BPR  and  R/3  implementation 
process.  The  IndustryPrint  initiative  is 
part  of  an  ongoing  effort  of  ICS  to  align  its 
services  by  vertical  industry. 

• Alliances — new  and  strengthened 
partnerships  with  AutoTester,  IntelliCorp, 
and  OneWave  (formerly  Business@Web), 
providing  tools  to  streamline  the  SAP 
implementation  cycle 

• BPR  for  SAP  Service  Line — a joint  Deloitte 
& Touche  Consulting  Group  and  ICS 
initiative  for  using  SAP  to  drive  the 
reengineering  process.  The  BPR  for  SAP 
service  line  integrates  BPR,  change 
management,  and  ICS’  FastTrack  4SAP 
methodology,  and  provides  links  to  SAP’s 
Business  Engineering  Workbench.  ICS 
claims  that  the  added  value  of  this  top- 
down  approach  integrates  industry- 
specific  business  issues,  Industry  Prints, 
SAP  software,  and  business  process 
reengineering  into  a comprehensive 
implementation  solution. 

• The  newest  version  of  ICS’  FastTrack 
4SAP  methodology  will  include  integration 
with  BPR  for  SAP,  Industry  Prints,  the 
SAP  Business  Engineering  Workbench, 
LiveModel,  UPI  6.04,  and  AutoTester. 

Financials 

It  is  estimated  that  ICS’  1995  revenue  was 
approximately  $170  million. 

Revenue  Analysis  by  Product / Service 
One  hundred  percent  of  ICS’  revenue  is 
derived  from  its  implementation  services 
and  products.  A further  breakdown  of 
source  of  revenue  is  estimated  as  follows: 
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Implementation  services 94% 

Education  and  training 4% 

Software  products 2% 


100% 

Market  Financials 

ICS  has  experience  serving  global  clients  in 
a range  of  industries.  The  firm  has  clients 
primarily  in  process  manufacturing,  high 
technology,  consumer-intensive  businesses 
(such  as  consumer  packaged  goods  and 
retail),  and  utilities  industries,  segmented 
approximately  as  follows: 


Process  manufacturing 30% 

High  technology 30% 

Consumer-intensive  business 25% 

Utilities 8% 

Miscellaneous 7% 


100% 

ICS’  target  market  ranges  from  $150  million 
organizations  to  Fortune  1000  companies. 

As  part  of  its  new  Transformation  initiative, 
Industry  Prints  have  been  developed  for  six 
vertical  industries — automotive,  high  tech, 
process  manufacturing,  utilities,  aerospace 
and  defense,  and  consumer-intensive 
business.  Future  Industry  Prints  are  under 
way  for  financial  services,  health  care,  and 
telecommunications. 

ICS  has  established  Industry  Service  Lines 
to  capitalize  on  the  experience  and  industry- 
specific  knowledge  of  the  firm’s  consultants 
worldwide. 

• Each  Service  Line  is  a network  of 
consultants  with  industry  expertise  that 
ICS  professionals  may  call  upon  and  apply 
to  customer  implementations. 

• In  addition,  each  Service  Line  has 
developed  a database  of  industry-specific 


best  practices  to  document  and  codify  its 
expertise. 

Geographic  Markets 

Approximately  60%  of  ICS’  revenue  is 
derived  from  the  Americas,  25%  from 
Europe  and  South  Africa,  and  15%  from  the 
Asia/Pacific  region. 

Employees 

As  of  September  1996,  ICS  had 
approximately  1,800  employees  (60% 
Americas,  40%  international). 

ICS  expects  to  have  more  than  2,000 
employees  worldwide  by  the  end  of  1996. 

Key  Products  and  Services 

ICS  offers  a range  of  SAP  implementation, 
consulting,  education  and  training,  and 
professional  services,  as  well  as  SAP 
complementary  software  products. 

Implementation  Services 
FastTrack  4SAP  is  ICS’  proprietary  rapid 
implementation  methodology  that  provides  a 
structured  path  to  quick  knowledge  transfer 
and  client  self-sufficiency  on  any  scale. 
FastTrack  4SAP  also  incorporates  Deloitte 
& Touche’s  Reengineering  for  Results™ 
methodology. 

• Developed  specifically  for  SAP  software, 
FastTrack  4SAP  is  an  integrated 
methodology,  using  a building-block 
approach  with  built-in  checkpoints. 

• FastTrack  4SAP  has  five  stages — scoping 
and  planning,  visioning  and  targeting, 
redesign,  configuration,  and  testing  and 
delivery. 

• With  its  FastTrack  4SAP  methodology, 

ICS  covers  the  full  development  life  cycle, 
including  project  management,  technical 
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infrastructure,  system  integrity,  change 
management,  training,  and 
documentation. 

Industry  Prints  are  preconfigured,  industry- 
specific  process  models  to  assist  in  the  BPR 
and  SAP  implementation  process. 

• Knowing  that  one  formula  for  SAP 
implementation  may  not  fit  all  vertical 
market  segments,  ICS  has  established 
best  practices  and  tailored  them  to  fit  the 
ICS  FastTrack  4SAP  methodology, 
capitalizing  on  the  experience  and 
industry-specific  knowledge  of  the  firm’s 
consultants  worldwide. 

• Industry  Prints  are  available  for  six 
vertical  industries — automotive,  high  tech, 
process,  utility,  aerospace  and  defense, 
and  consumer-intensive  business. 

Industry  Prints  are  under  development  for 
financial  services,  health  care,  and 
telecommunications. 

ICS  has  launched  an  internal  SAP  support 
network — SAP  Best  Practices  Center 
(SBPC) — that  serves  as  a front  line  of  pooled 
expertise  to  which  field  consultants  can  look 
for  additional  support. 

• This  initiative  is  organized  by  functional 
expertise  and  rotates  full-time  staff  in  and 
out  of  the  field  every  12  to  18  months, 
resulting  in  more  knowledgeable,  practical 
reality-based  consultants. 

• The  SBPC  will  globally  capture  and 
commercially  apply  SAP  best  practices  for 
each  major  business  process  and 
corresponding  SAP  module.  The 
functions/modules  include  sales  and 
distribution  (SD),  materials  management 
(MM),  production  planning  (PP), 
production  planning  for  the  process 
industry  (PP-PI),  finance  (FI),  costing 


(CO),  electronic  data  interchange  (EDI), 
and  technical  infrastructure  (Basis, 
workflow,  and  ALE). 

The  BPR  for  SAP  service  line  is  a joint 
Deloitte  & Touch  Consulting  Group  and  ICS 
initiative  for  using  SAP  to  drive  the 
reengineering  process. 

ICS  has  established  a SAP  Solutions  Center 
for  SAP  R/3,  located  adjacent  to  SAP’s 
Western  Region  headquarters  in  Foster  City 
(CA),  which  provides  a showcase  of  SAP 
implementations  and  best  practices. 

Clients,  prospects,  consultants,  and  SAP 
account  executives  can  come  to  the  SAP 
Solutions  Center  to  see  and  experience  real- 
world  applications  of  SAP  software.  In 
addition,  the  center  provides  access  to  all  of 
ICS’  products,  tools,  templates,  industry 
models,  and  methodologies. 

ICS  has  opened  a Microsoft  NT  Competency 
Center  in  Toronto  (Canada),  a complete 
solution  center  providing  expertise  for  R/3 
clients  when  evaluating  and  implementing 
the  SAP  suite  of  business  applications 
running  on  Microsoft  SQL  Server  6.0  and 
Microsoft  Windows  NT  Server  3.5. 

ICS  has  also  established  an  EDI  Center  of 
Expertise  (COE)  for  development  and 
support  of  EDI  activities  and 
implementations. 

Implementation  Tools 

ICS  develops  and  employs  tools  to 

streamline  the  SAP  implementation  cycle. 

Universal  Portable  Interface  (UPI)  is  a 
proprietary  graphical  tool  for  building  and 
maintaining  interface  transactions  between 
SAP  and  legacy  applications. 

LiveModel — Through  its  partnership  with 
IntelliCorp,  ICS  will  provide  LiveModel  for 
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R/3  to  all  its  consultants.  LiveModel  for  R/3 
is  a repository-based,  object-oriented 
enterprise  modeling  tool  that  enables  ICS 
consultants  to  create  dynamic  animations  of 
process  models  that  have  real-time  access  to 
preconfigured  SAP  R/3  systems. 

OneWave — ICS’  partnership  with  OneWave 
gives  consultants  access  to  the  OneWave 
line  of  software  products.  These  products 
offer  a range  of  solutions  that  leverage  the 
Internet  for  mission-critical  internal 
processes  or  external  transactions. 

OneWave  is  based  on  reusable  software 
components  that  integrate  multiple 
computing  environments  and  existing 
systems. 

AutoTester — Through  partnership  with 
AutoTester,  ICS  consultants  can  provide 
automatic  testing  for  R/3  implementations. 
The  product  can  also  be  used  to  automate 
R/3  configuration  control,  master  data  input, 
training  data  input,  and  other  labor- 
intensive  implementation  tasks. 

ICS  continues  to  support — but  no  longer 
actively  markets — ARIS-Toolset,  a BPR  tool 
that  automates  the  development  of  business 
process  models,  and  OpenScan/ 1,  a 
combination  of  bar-coding  and  radio 
frequency  technologies  for  transmitting 
data. 

Client  Educational  Services 

ICS  offers  training  at  the  client  site  and  at 

its  training  facilities  throughout  North 

America,  Europe,  and  the  Asia/Pacific 

region. 

• The  training  services  include  executive- 
level  workshops,  project  team  training, 
and  user  training. 

• Courses  are  delivered  by  training 
professionals  who  are  versed  in  adult 


learning  theory  as  well  as  being  SAP- 
certified. 

• Training  is  in  the  context  of  business 
processes,  as  opposed  to  teaching  software 
features  and  functions.  Training 
programs  are  highly  modular  so  that 
clients  can  select  what  they  feel  they  need 
to  know  to  perform  their  jobs. 

• ICS’  training  methodology  is  based  on 
defined  curricula,  task-based  training, 
industry-specific  templates,  and 
multimedia-based  instruction. 

• MultiMedia  Teach  Line,  announced  in 
April  1996,  is  a multimedia-based  training 
tool  for  clients  to  gain  self-sufficiency  in 
SAP  R/3. 

ICS  Consultant  Training 
The  ICS  Global  Academy  training  program 
offers  consultants  professional  development 
from  a business  leadership  and  consulting 
perspective  to  round  out  their  technical  and 
functional  SAP  training. 

• The  program  incorporates  training  on 
FastTrack  4SAP  and  offers  its  own 
certification  program,  called  Training  4 
Results,  for  internal  and  external  project 
teams. 

• To  supplement  SAP  functional  training, 
the  Training  4 Results  program  also  offers 
courses  such  as  ICS  Leadership 
Development,  SAP  Project  Team  Training, 
and  Reengineering  Overview. 

ICS  also  provides  internal  SAP  support 
through  the  SBPC,  the  front-line  network  of 
experts  to  whom  field  consultants  can  turn 
for  additional  support. 

All  ICS  consultants  are  certified  through 
SAP’s  Partner  Academy  program,  a five- 


Page  6 of  7 


Deloitte  & Touche  Consulting  Group/ICS 

©INPUT  1996.  Reproduction  prohibited.  September  1996 


INPUT  Vendor  Profile 


week  program  that  teaches  the  SAP  system 
at  a conceptual,  functional,  and 
organizational  level.  ICS  has  aggressively 
pursued  SAP  certification,  with  nearly  90% 
of  North  America-based  consultants  slated 
for  certification  by  the  end  of  1996. 

Clients 

ICS  currently  has  more  than  200  SAP  R/3 
chents,  of  which  30%  are  live  and 
operational. 

Chents  include  Amoco,  Accugraph,  Bell 
Canada,  Bridgestone  Firestone  (Canada), 
Cadbury  Beverages,  Ciba-Geigy,  Coach 
Leather,  Colgate  Palmolive,  Digital 
Equipment  Corporation,  General  Mills, 
Hewlett-Packard,  Landmark  Graphics, 
Microsoft,  Merisel,  Nestle,  Olin  Corp., 
Owens  Corning,  Philip  Morris  (Europe),  and 
Remington  Arms. 

Marketing  and  Sales 

ICS  sells  its  services  through  direct  sales. 

Alliances 

ICS  is  a Global  Logo  Partner  for  SAP  R/3. 
ICS  works  closely  with  SAP  in  a range  of 
partnerships,  including  midsize  market 
development,  vertical  industry  initiatives, 
and  codesigning  the  CO-ABC  application. 

ICS  also  has  strong  relationships  with  a 
number  of  partners,  including  One  Wave  for 
Internet-enabling  R/3  applications; 
IntelliCorp  for  its  LiveModel  modeling  tool; 
Sterling  Software  for  EDI  solutions;  and 
AutoTester  for  R/3  testing  and  automation 
of  labor-intensive  implementation  tasks. 


Competitors 

ICS’  primary  competitors  include  Andersen 

Consulting,  Ernst  & Young,  and  Price 

Waterhouse. 

Assessment 

ICS  considers  that  its  strengths  include: 

• Fast,  expert  implementation,  reducing 
SAP  implementation  time  up  to  50% 

• Deep  SAP  expertise  combined  with  applied 
business  knowledge. 

• Industry-specific  expertise,  drawing  on  the 
combined  resources  of  Deloitte  & Touche 
and  ICS 

• A scalable  approach,  designed  to  guide 
companies  through  business  change  as 
defined  by  the  client 

• Real-world  solutions,  implementing  SAP 
software  with  a methodology  and  an  array 
of  software  tools  that  complement  SAP 

ICS’  major  challenge  over  the  coming  year  is 

to  penetrate  the  Asian  and  South  American 

markets. 


Parent  Company 

Deloitte  & Touche  Tohmatsu  International 

Ten  Westport  Road 

P.O.  Box  820 

Wilton,  CT  06897-0820 

Phone:  (203)  761-3000 

Fax:  (203)  834-2200 
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Deloitte  & Touche  Consulting 

Group/ICS 


CEO:  Michael  Pehl 

Chadds  Ford  Business  Campus 
Brandywine  5 Building 
Chadds  Ford,  PA  19317 
Phone:  (610)558-3900 

Fax:  (610)  558-7290 


Status:  Subsidiary 

Parent:  Deloitte  & Touche  LLP 

Employees:  +1,200(10/95) 

Revenue:  $150,000,000* 

Fiscal  Year  End:  12/31/95 

• Company  estimate 

Key  Points 

• Deloitte  & Touche  Consulting  Group/ICS 
(ICS)  provides  implementation  services 
and  products  designed  to  help  customers 
leverage  the  power  of  SAP  as  fully  and 
rapidly  as  possible. 

• ICS  operated  as  International  Consulting 
Solutions,  Inc.  until  March  1995  when  it 
was  acquired  by  Deloitte  & Touche. 


• In  September  1995,  ICS  announced  it  is 
expanding  its  presence  beyond  its  20-plus 
existing  offices  in  the  U.S.  and  overseas  to 
better  service  its  customers.  The  firm 
recently  opened  a consulting  office  in 
Phoenix  and  plans  to  open  offices  in 
France,  The  Netherlands,  Belgium,  Italy 
and  Spain,  with  further  expansion  into 
Luxembourg  and  Portugal. 

• In  September  1995,  ICS  was  recognized 
for  the  second  consecutive  year  with  the 
SAP  Award  for  Excellence,  an  award 
based  on  customer  satisfaction. 

• During  1995,  ICS  has  signed  on  16  new 
customers,  including  Microsoft,  Coach 
Leather  and  Callaway  Golf. 
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Company  Description 

ICS  provides  SAP  software  implementation 
with  business  process  reengineering  (BPR), 
complementary  software  products,  education 
and  training,  and  change  management 
services.  The  company  currently  has  more 
than  106  clients  worldwide. 

ICS  was  founded  in  1990  as  International 
Consulting  Solutions  by  SAP  professionals 
to  provide  rapid  SAP  implementation 
services  for  companies  worldwide. 

• In  March  1995,  ICS  was  acquired  by 
Deloitte  & Touche  Consulting  Group. 
Terms  of  the  acquisition  were  not 
disclosed. 

• ICS  had  approximately  500  employees  at 
the  time  of  the  acquisition  and  annual 
revenue  of  approximately  $45  million. 

• ICS  now  operates  as  a subsidiary  of 
Deloitte  & Touche  Consulting  Group. 

Deloitte  & Touche  Consulting  Group  is  one 
of  the  world’s  leading  consulting  services 
practices  with  more  than  $1  billion  in  global 
consulting  revenues.  The  firm  provides  a 
range  of  services  to  industries  including 
manufacturing,  health  care,  financial 
services,  retail  consumer  intensive 
businesses,  telecommunications,  utilities 
and  the  public  sector. 

• Deloitte  & Touche  Consulting  Group  is  a 
division  of  Deloitte  & Touche  LLP,  one  of 
the  nation’s  leading  providers  of 
accounting,  auditing  and  tax  services. 

• Deloitte  & Touche  LLP  is  part  of  Deloitte 
Touche  Tohmatsu  International,  a global 
provider  of  professional  services. 


Organization  and  Structure 

ICS  is  headed  by  Michael  Pehl,  CEO.  Other 
key  ICS  officers  include: 

• Alfred  Grunwald,  Deputy  CEO 

• Juergen  Sattler,  CEO  Americas 

• Clive  Weightman,  Vice  President 
Professional  Services 

• Leigh  Kelleher,  Vice  President  of 
Educational  Services 

• Steve  Kaye,  Vice  President  of  Technology 
and  Products 

• Ulrich  Schell,  CEO  Europe 

• John  McKenna,  Vice  President  of  Global 
Accounts 

ICS  currently  has  more  than  20  offices 
throughout  North  America,  Europe,  the 
Asia/Pacific  and  South  Africa. 

• U.S.  offices  are  in  Chadds  Ford  (PA)  and 
in  the  metropolitan  areas  of  Atlanta  (GA), 
Chicago  (IL),  Houston  (TX),  Los  Angeles 
and  San  Francisco  (CA)  and  Phoenix  (AZ). 

• International  offices  are  in  Canada, 
Germany,  Switzerland,  the  U.K.,  South 
Africa,  Australia  and  Japan. 

• The  firm  plans  to  open  offices  in  France, 
The  Netherlands,  Belgium,  Italy  and 
Spain,  with  further  expansion  into 
Luxembourg  and  Portugal. 

Company  Strategy 

ICS’  mission  is  to  be  “the  most  capable  SAP 
consulting  organization  in  the  global 
marketplace  by  providing  results-oriented, 
integrated  business  transformation  services.” 
The  company  is  focused  exclusively  on  rapid, 
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high-quality  implementations  of  SAP 
solutions  in  client/server  environments. 

The  company  believes  that  its  deep  SAP 
expertise  and  business  experience  offers 
clients  a full  range  of  services  that  can  be 
scaled  to  fit  any  project,  regardless  of  scope 
or  size. 

ICS  recognizes  that  customers  want  quick 
implementations  with  bottom-line  results. 

• ICS  matches  its  services  and  products  to 
the  customer’s  requirements,  providing 
nothing  more  and  nothing  less  than  what 
is  needed. 

• ICS  has  developed  an  approach — called 
reality -based  transformation — that 
minimizes  the  risks  of  business 
transformation  by  taking  a common-sense 
approach  to  SAP  implementations  that  are 
sized  to  fit  and  scaled  to  accomplish  each 
customer’s  unique  goals  and  business 
objectives. 

• ICS  maps  its  services  to  the  critical  areas 
of  strategy  transformation,  process 
transformation  and  technology 
transformation  that  can  occur  with  SAP 
implementations. 

• To  help  customers  grasp  the  “big  picture,” 
ICS  provides  a roadmap  that  shows  the 
full  scope  of  the  implementation  process. 
Issues  such  as  change  management  and 
education  are  addressed  up  front. 

Financials 

Prior  to  its  acquisition  by  Deloitte  & Touche, 
ICS  had  1994  revenue  of  approximately  $45 
million. 

It  is  anticipated  that  1995  revenue  will 
reach  $150  million. 


Revenue  Analysis  by  Product  / Service 

One  hundred  percent  of  ICS’  revenue  is 
derived  from  its  implementation  services 
and  products.  A further  breakdown  of 
source  of  revenue  is  estimated  as  follows: 


Implementation  services 94% 

Education  and  training 4% 

Software  products 2% 


100% 

Market  Financials 

ICS  has  experience  serving  global  customers 
in  a range  of  industries,  with  particular 
strengths  in  consumer-intensive  businesses, 
high-performance  computer  technology  and 
manufacturing. 

The  company  has  clients  primarily  in 
process  manufacturing,  high  technology, 
consumer  intensive  business  (CIB)  and 
utilities  industries,  segmented 
approximately  as  follows: 


Process  manufacturing 30% 

High  technology 30% 

CIB 25% 

Utilities 8% 

Miscellaneous 7% 


100% 

ICS’  target  market  ranges  from  $30  million 
organizations  to  Fortune  1000  companies. 

ICS  has  established  Industry  Centers  of 
Expertise  (ICOEs)  to  capitalize  on  the 
experience  and  industry-specific  knowledge 
of  the  firm’s  consultants  worldwide. 

• Each  ICOE  is  a network  of  consultants 
with  industry  expertise  that  ICS 
professionals  may  call  upon  and  apply  to 
customer  implementations. 
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• In  addition,  each  ICOE  has  developed  a 
database  of  industry-specific  best  practices 
to  document  and  codify  its  expertise. 

• ICS  has  established  ICOEs  in  consumer- 
intensive businesses  (such  as  consumer 
packaged  goods  and  retail)  and  high 
technology  and  will  add  ICOEs  in  process 
manufacturing  by  the  end  of  1995. 

Geographic  Markets 

Approximately  60%  of  ICS’  revenue  is 
derived  from  the  Americas,  25%  Europe  and 
South  Africa  and  15%  from  the  Asia/Pacific. 

Employees 

As  of  October  1995,  ICS  had  more  than 
1,200  employees  worldwide  (800  Americas, 
400  international). 

ICS  expects  to  have  more  than  1,400 
employees  worldwide  by  the  end  of  1995. 

Fifty-six  of  the  firm’s  current  consultant 
base  has  at  least  two  years’  SAP  experience 
and  30%  of  its  staff  has  four  or  more  years. 
The  upper  management  staff  collectively 
encompass  130  years  of  SAP  experience. 

By  1997,  the  number  of  ICS  consultants  in 
Australia,  the  Asia/Pacific,  South  Africa, 
Europe,  Canada  and  the  U.S.  is  expected  to 
double. 

Key  Products  and  Services 

ICS  offers  a range  of  SAP  implementation, 
consulting,  education  and  training 
professional  services  as  well  as  SAP 
complementary  software  products. 

Implementation  Services 

FastTrack  4SAP  is  ICS’  proprietary  rapid 
implementation  methodology  that  provides  a 
structured  path  to  quick  knowledge  transfer 
and  client  self-sufficiency  at  any  scale. 


FastTrack  4SAP  also  incorporates  Deloitte 
& Touche’s  Reengineering  for  Results™ 
methodology. 

• Developed  specifically  for  SAP  software, 
FastTrack  4SAP  is  an  integrated 
methodology,  using  a building  -block 
approach  with  built-in  checkpoints. 

• FastTrack  4SAP  has  five  stages — scoping 
and  planning,  visioning  and  targeting, 
redesign,  configuration,  and  testing  and 
delivery. 

• With  its  FastTrack  4SAP  methodology, 

ICS  covers  the  full  development  life  cycle, 
including  project  management,  technical 
infrastructure,  system  integrity,  change 
management,  training  and  documentation. 

ICS  has  launched  an  internal  SAP  support 
network — KnowledgeLink  4SAP — that 
serves  as  a front-line  of  pooled  expertise 
where  field  consultants  can  look  to  for 
additional  support. 

• This  initiative  is  organized  by  functional 
expertise  and  rotates  full-time  staff  in  and 
out  of  the  field  every  12  to  18  months, 
resulting  in  more  knowledgeable,  practical 
reality-based  consultants. 

• KnowledgeLink  4SAP  will  globally  capture 
and  commercially  apply  SAP  best  practices 
for  each  major  business  process  and 
corresponding  SAP  module.  The 
functions/modules  include  sales  and 
distribution  ((SD),  materials  management 
(MM),  production  planning  (PP), 
production  planning  for  the  process 
industry  (PP-PI),  finance  (FI),  costing 
(CO),  electronic  data  interchange  (EDI) 
and  technical  infrastructure  (Basis, 
workflow,  ALE). 
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ICS  has  recently  established  a SAP 
Solutions  Center  for  SAP  R/3,  located 
adjacent  to  SAP’s  Western  Region 
headquarters  in  Foster  City  (CA),  which 
provides  a showcase  of  SAP 
implementations  and  best  practices. 

Clients,  prospects,  consultants  and  SAP 
account  executives  can  come  to  the  SAP 
Solutions  Center  to  see  and  experience  real- 
world  applications  of  SAP  software.  It 
addition,  the  center  provides  access  to  all  of 
ICS’  products,  tools,  templates,  industry 
models  and  methodologies. 

ICS  has  opened  a Microsoft  NT  Competency 
Center  in  Toronto  (Canada),  a complete 
solution  center  providing  expertise  for  R/3 
customers  when  evaluating  and 
implementing  the  SAP  suite  of  business 
applications  running  on  Microsoft  SQL 
Server  6.0  and  Microsoft  Windows  NT 
Server  3.5 

ICS  has  also  established  an  EDI  Center  of 
Expertise  (COE)  for  development  and 
support  of  EDI  activities  and 
implementations. 

Education  and  Training 

ICS  provides  a range  of  training  services 
that  complement  the  training  provided  by 
SAP,  from  managerial  overviews  to  highly 
intensive  SAP  workshops  for  project  teams. 

• Courses  are  delivered  by  training 
professionals  who  are  versed  in  adult 
learning  theory  as  well  as  SAP-certified. 

• Training  is  in  the  context  of  business 
processes,  as  opposed  to  teaching  software 
features  and  functions.  Training 
programs  are  highly  modular  so  that 
customers  can  select  what  they  need  to 
know  to  perform  their  jobs. 


• ICS’  training  methodology  is  based  on 
defined  curricula,  task-based  training, 
industry-specific  templates  and 
multimedia-based  instruction. 

• Training  is  available  both  at  the  client  site 
and  at  ICS’  Business  Technology  Center,  a 
dedicated  training  facility  in  Chadds  Ford. 

Complementary  Software  Products 
ICS  develops  and  employs  the  following 
products  and  tools  to  help  customers  expand 
SAP’s  capabilities: 

• ARIS-Toolset  is  a BPR  tool  that  automates 
the  development  of  business  process 
models.  It  is  a Windows-based  graphical 
user  application  that  integrates  data, 
functions,  processes  and  organizational 
structure  into  a three-dimensional 
perspective.  Created  by  IDS  Professor 
Sheer  GmbH,  ARIS-Toolset  automates  the 
development  of  business  process  models. 
ICS  is  licensed  to  distribute  the  product 
globally.  More  than  3,500  licenses  have 
been  sold  worldwide. 

• Universal  Portable  Interface  (UPI)  is  a 
proprietary  graphical  tool  for 
implementing  interface  transactions 
between  SAP  and  legacy  applications.  It  is 
consistent  with  both  EDI  and  non-EDI 
requirements  and  eases  the  conversion  of 
legacy  data  to  SAP  R/3  systems. 

• OpenScan/ 1 is  a combination  of  barcoding 
and  radio  frequency  technologies  that 
validates  and  sends  data  in  real  time  from 
plants  or  warehouses  directly  to  the 
appropriate  SAP  application. 

Clients 

ICS  currently  has  106  SAP  R/3  customers,  of 
which  24%  are  operational.  So  far  this  year, 
more  than  12  clients  of  have  gone  live.  In 
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addition,  ICS  has  signed  on  16  new 
customers  during  1995. 

Clients  include  Amoco,  Accugraph, 
Bridgestone  Firestone  (Canada),  Cadbury 
Beverages,  Coach  Leather,  Digital, 

Microsoft,  Merisel,  Philip  Morris  (Europe) 
and  Remington  Arms. 

Marketing  and  Sales 

ICS  sells  its  services  through  direct  sales. 

Alliances 

ICS  is  a Global  Logo  Partner  for  SAP  R/3. 
ICS  works  closely  with  SAP  in  a range  of 
partnerships,  including  midsize  market 
development,  process  manufacturing 
initiatives  and  codesigning  the  CO-ABC 
application. 

In  September  1995,  ICS  announced  a 
licensing  agreement  with  OpenQuest 
Technologies,  a supplier  of  development 
tools  for  the  data  collection  market,  whereby 
ICS’  OpenScan/1  data  collection  solution  will 
incorporate  OpenQuest’s  Concourse  data 
collection  development  and  connectivity  tool. 

ICS  has  various  alliances/agreements  with 
other  vendors,  including  Trilogy. 

Competitors 

ICS’  primary  competitors  include  Andersen 
Consulting,  Ernst  & Young  and  Price 
Waterhouse. 

Assessment 

ICS  considers  its  strengths  to  include: 

• Fast,  expert  implementation,  reducing 
SAP  implementation  time  up  to  50%. 

• Deep  SAP  expertise  combined  with  applied 
business  knowledge.  More  than  half  of 
ICS  professionals  have  at  least  two  years’ 


SAP  software  experience  and  30%  have 
four  or  more  years’  experience. 

• Industry-specific  expertise,  drawing  on  the 
combined  resources  of  Deloitte  & Touche 
and  ICS 

• A scalable  approach,  designed  to  guide 
customers  through  business  change  as 
defined  by  the  customer 

• Real-world  solutions,  implementing  SAP 
software  with  a methodology  and  an  array 
of  software  tools  that  complement  SAP 

ICS’  major  challenge  over  the  coming  year  is 
to  penetrate  the  Asian  and  South  American 
markets. 


Parent  Company 

Deloitte  & Touche  Consulting  Group 

Ten  Westport  Road 

P.O.  Box  820 

Wilton,  CT  06897-0820 

Phone:  (203)  761-3000 

Fax:  (203)  834-2200 
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Delphi  Information  Systems,  Inc. 

President 

& CEO:  M.  Denis  Connaghan 

3501  Algonquin  Road 
Suite  500 

Rolling  Meadows,  IL  60008-4672 
Phone:  (708)506-3100 

Fax:  (708)  590-8280 

Internet: 

http://www.delphinfo.com/~delphi/ 


Status:  Public 

Employees:  419(4/95) 

Revenue:  $53,040,000 

Fiscal  Yea r E nd : 3/31/95 

Key  Points 

• Delphi’s  customer  base  includes  90%  of  the 
top  100  insurance  brokers  in  the  U.S. 

were  a difficult  period  in  the  market  for 
independent  agencies.  A down  cycle  in  the 
property  and  casualty  insurance  industry 
has  continued,  as  evidenced  by  minimal  or 
no  increases  in  insurance  premiums,  and 
eroding  profits  and  equity  of  insurance 
agency  and  brokerage  customers  who  receive 
commissions  on  insurance  premiums. 

• The  company  strategy  is  to  acquire 
companies  that  have  the  products  needed  for 
the  market  and  use  acquired  products  as  a 
base  to  enhance  offerings. 

• While  Delphi  has  increased  its  market  share 
through  acquisitions,  fiscal  1995  and  1994 

Company  Description 

Delphi,  founded  in  1971.  provides  automation 
systems  and  services  for  independent  property 
and  casualty  insurance  agencies  and 
brokerages  (independent  agencies)  in  North 
America. 
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• The  company  develops,  markets  and 
supports  applications  software  for  sales 
management,  policy  and  claims 
administration,  accounting,  financial 
reporting,  rating  and  electronic  interfaces  to 
insurance  carriers. 

• Delphi  also  markets  and  supports  the 
hardware  necessary  to  operate  its  software. 
The  company  is  an  IBM  Industry 
Remarketer. 

• Delphi  systems  are  currently  operating  on 
approximately  75,000  workstations  and 
terminals  at  more  than  4,500  customer  sites. 
Insurance  rating  is  provided  to  more  than 
8,000  customers. 

Organization  and  Structure 

Delphi  is  headquartered  in  Rolling  Meadows 
(IL)  and  has  additional  offices  in  Burlington 
(MA).  Pittsburgh  (PA),  East  Lansing  (MI). 
Scarborough  (Ontario,  Canada),  Walnut  Creek 
(CA),  and  Scottsdale  (AZ). 

Company  Strategy 

Delphi  identifies  companies  and  products  that 
fit  into  the  markets  it  wants  to  enter  and  then 
acquires  those  companies.  The  acquired 
products  are  used  as  a base  to  enhance  market 
offerings.  This  saves  Delphi  the  time  and 
expense  of  developing  totally  new  products  for 
the  insurance  market. 


As  a result  of  its  acquisitions,  Delphi  has 
shifted  its  sales  and  marketing  focus  to 
improvement  of  product  offerings  and  product 
strategy. 

Financials 

Delphi's  fiscal  1995  revenue  reached  $53.0 
million,  a 1%  decrease  from  fiscal  1994 
revenue  of  $53.6  million.  Net  losses  were 
nearly  $1.7  million,  compared  to  net  losses  of 
$8.9  million  in  fiscal  1994. 

• Revenue  declines  were  due  to  a decreased 
emphasis  on  low-margin  hardware  sales,  an 
overall  decline  in  both  the  cost  and  resale 
price  of  hardware  resold  to  customers,  a 
decrease  in  upgrade  sales  to  existing 
customers,  and  a delay  in  the  release  of 
Delphi’s  latest  product  enhancements. 

• Offsetting  these  decreases  was  the  inclusion 
in  fiscal  1995  of  full-year  results  of  the 
December  1993  acquisitions  of  Mountain 
States  and  Insurnet  and  an  increase  in  sales 
of  software  that  was  not  bundled  with 
hardware. 

• Fiscal  1994  results  include  charges  of  $6.5 
million  for  consolidations,  repositioning  and 
restructuring  as  a result  of  the  acquisition  of 
Mountain  States  in  December  1993. 

A three-year  financial  summary  is  shown  on 
the  following  page. 


Delphi  Information  Systems,  Inc. 
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Delphi  Information  Systems,  Inc. 
Three-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

3/95 

3/94 

3/93 

Revenue 

$53.0 

$53.6 

$51.6 

• Percent  change  from 

previous  year 

(1%) 

4% 

16% 

Income  (loss)  before  taxes 

$(0.6) 

$(8.2) 

$0.9 

• Percent  change  from 

(a) 

previous  year 

93% 

(962%) 

(111%) 

Net  income  (loss) 

$(1.7) 

$(8.9) 

$0.5 

• Percent  change  from 

previous  year 

81% 

* 

(106%) 

Earnings  (loss)  per  share 

$(0.23) 

$(1.34) 

$0.07 

• Percent  change  from 

previous  year 

90% 

* 

105% 

* Percent  change  exceeds  1,000%. 

(a)  Includes  charges  of  $6.5  million  related  to  the  acquisition  of  Mountain  States. 


Interim  Results 

Revenue  for  the  nine  months  ending 
December  31,  1995  was  $33.4  million,  a 17% 
decrease  from  $40.4  million  for  the  same 
period  in  1994.  Net  losses  were  $4.0  million, 
compared  to  net  losses  of  $1.5  million  for  the 
same  period  a year  ago. 

• Systems  revenues  were  $11.0  million,  a 
decrease  of  $5.4  million,  or  33%,  compared  to 
the  same  period  of  the  prior  year.  The 
decrease  was  primarily  due  to  decreased 
sales  of  system  upgrades  to  existing 
customers. 

• Services  revenue  was  $22.3  million,  a 
decrease  of  7%  compared  to  the  same  period 
a year  ago.  The  decrease  was  primarily  due 
to  decreased  maintenance,  training  and 


other  revenue  generated  in  conjunction  with 
system  sales. 

• Cost  of  revenues  was  65%,  compared  to  61% 
a year  ago,  due  to  unfavorable  absorption  of 
fixed  costs  of  systems  revenue,  competitive 
pressures  on  systems  pricing  and  direct 
labor  costs  for  services. 

Revenue  Analysis  by  Product/ Service 

Delphi  derives  its  revenue  from  two  sources, 
systems  agreements  and  service  fees. 
Approximately  40%  of  fiscal  1995  revenue  was 
derived  from  systems  (hardware  and  software) 
and  60%  from  maintenance  and  professional 
services. 

A three-year  summary  of  source  of  revenue 
follows. 


Delphi  Information  Systems,  Inc. 
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Delphi  Information  Systems,  Inc. 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

3/95 

3/94 

3/92 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Service  fees 

$31.9 

60% 

$27.1 

51% 

$25.5 

49% 

Systems  agreements 

21.1 

40% 

26.5 

49% 

26.1 

51% 

Total 

$53.0 

100% 

$53.6 

100% 

$51.6 

100% 

Market  Financials 

Delphi  markets  its  products  and  services 
primarily  to  the  insurance  and  brokerage 
markets. 

Acquisitions 

Delphi's  most  recent  acquisitions  were  during 
fiscal  1994  and  include  the  following: 

• In  December  1993,  Delphi  acquired 
Insurnet,  a wholly  owned  subsidiary  of 
Pacific  Insurance  Company,  in  a pooling-of- 
interests  transaction.  Insurnet  provided 
agency  management  systems  and  services  to 
the  independent  property  and  casualty 
insurance  industry  and  added  more  than  650 
customers  to  Delphi's  client  base. 

• In  December  1993,  Delphi  acquired 
Mountain  States,  of  Scottsdale  (AZ). 
Mountain  States  developed  and  serviced 
agency  management  software  for  DOS  and 
Windows-based  local-area  network 
environments. 

• In  March  1993,  Delphi  acquired  Continental 
Systems,  Inc.  in  a pooling-of-interests 
transaction.  Continental  developed  and 
marketed  insurance  rating  software  and 
services  for  property  and  casualty  insurance 
carriers  and  independent  agents  and 
brokers. 


Employees 

As  of  March  31,  1995,  Delphi  had  419 
employees,  segmented  as  follows: 


Sales  and  marketing 54 

Product  development 104 

Customer  service  and  operations....  177 
General  management, 
administration  and  finance 84 


419 

The  company  currently  has  approximately  380 
employees. 

Key  Products  and  Services 

Delphi’s  proprietary  applications  software 
packages  include  the  SMART™  System,  Vista, 
INfinity,  INSIGHT,  PC-ELITE  and  Insurnet. 
They  are  designed  to  enhance  the  efficiency 
and  profitability  of  agencies,  brokerages,  and 
insurance  carriers  by  offering  the  following 
independent  agency  business  functions: 

• Management  information 

• Sales  and  prospecting 

• Marketing 

• Finance  and  accounting 

• Client  service 

• Carrier  interface 
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• Policy  and  claims  administration 

• Office  administration 

• Rating 

One  of  Delphi's  newest  agency  management 
systems,  SMART  for  Windows,  is  LAN  based 
and  uses  a relational  database  and 
client/server  technology  to  provide  integrated 
business  solutions  for  marketing,  rating,  fax, 
downloading,  policy  processing,  ACORD  forms, 
accounting  and  imaging  applications. 

The  SaleSource  system  is  an  automated 
prospecting  process,  enabling  agencies  to  stay 
in  touch  with  leads,  prospects,  and  clients. 

The  system  organizes  the  sales  process. 
SaleSource  operates  in  a Windows 
environment,  and  allows  the  importing  of  any 
ASCII  file  in  which  the  fields  are  delimited  by 
commas.  SaleSource  has  a retail,  single-copy 
price  of  $3,195. 

VISTA  for  Windows  supports  rating,  policy 
printing,  submissions  and  clearance,  claims 
management,  automatic  calculation  of  surplus 
taxes  and  fees,  word  processing  and 
spreadsheets. 

Other  Delphi  products  include  the  following: 

• INfinity  is  marketed  on  the  IBM  RS/6000  in 
the  AIX  environment. 

• PC-ELITE  is  marketed  on  SCO  UNIX- 
compatible  PCs. 

• INSIGHT  is  marketed  primarily  on  the  IBM 
AS/400. 

• Insurnet  is  marketed  on  the  IBM  RS/6000. 

Delphi  systems  range  in  price  from  $35,000  to 
more  than  $1  million.  The  largest  systems 
offered  by  Delphi  support  in  excess  of  320 
terminals;  the  smallest  support  fewer  than  10 
users. 


Delphi’s  software  also  electronically  links  the 

computers  of  insurance  carriers  to 

independent  agencies. 

• The  company’s  electronic  interface  products 
enable  the  independent  agencies  and  the 
participating  insurance  carriers  to  decrease 
the  cost  of  entering  information  concerning 
new  policies,  renewals,  endorsements  and 
inquiries  and  to  reduce  errors  and  response 
time. 

• More  than  60  insurance  carriers  interface 
with  Delphi’s  agency  management  systems, 
including  American  States,  Atlantic  Mutual. 
Chubb  & Sons,  CIGNA,  The  Cincinnati 
Companies,  Commercial  Union,  General 
Maryland  Casualty,  Northbrook,  Reliance, 
Royal.  Safeco,  Safety,  St.  Paul, 
Transamerica,  Travelers,  and  The  Westfield 
Companies. 

• Delphi  also  provides  proprietary  software 
and  services  to  insurance  carriers  that  help 
carriers  rate  and  quote  insurance  products 
and  distribute  such  rating  data  to  agencies 
with  which  the  carriers  have  a relationship. 

Support  and  maintenance  services  include  the 

following: 

• Upgrades  of  software  and  hardware  are 
provided  to  existing  customers,  including 
software,  terminals,  processor  memory, 
storage  devices  and  CPUs. 

• Software  maintenance  is  supplied  by  Delphi. 
Hardware  maintenance  is  purchased  by 
Delphi  for  its  customers  from  third  parties. 

• Consulting  services,  customized 
programming,  and  training,  which  are  billed 
separately,  are  also  provided  to  customers 
requiring  specific  assistance  or  enhancement 
of  their  systems. 
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Marketing  and  Sales 

Delphi  markets  its  products  and  services 
through  a direct  sales  force,  primarily  from  its 
eight  major  operating  locations. 

Delphi  has  divided  its  sales  personnel  into 
groups  focusing  on  global  brokerages;  regional 
and  local  brokerages  and  agents;  rating 
customers;  and  insurance  carriers. 


Alliances 

Delphi  has  partnerships  with  IBM,  Equifax 
(RateSource  rating  system)  and  AT&T  InView. 

Delphi  is  a Microsoft  Solution  Provider  and  an 
IBM  Industry  Remarketer. 
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COMPANY  PROFILE 


DELPHI  INFORMATION 
SYSTEMS,  INC. 

31416  West  Agoura  Road 
Westlake  Village,  CA  91361-4672 
(818)  706-8989 


Donald  L.  Lucas,  Chairman 
Richard  R.  Janssen,  President  and  CEO 
Public  Corporation,  NASDAQ 
Total  Employees:  151 
Total  Revenue,  Fiscal  Year  End 
3/31/90:  $21,089,000 


The  Company 


Delphi  Information  Systems,  Inc.,  founded  in  1976  as  Delphi 
Systems,  Inc.,  provides  UNIX-based  turnkey  systems  to 
independent  agents  and  brokers  in  the  property  and  casualty 
insurance  industry. 

• Delphi  remarkets  IBM  hardware  under  an  Industry  Remarketer 
Business  Partner  Program. 

• Delphi  also  provides  interface  software  systems  that  link  the 
mainframes  of  insurance  carriers  with  the  systems  of 
independent  agents  and  brokers. 

Delphi  has  implemented  a company  sponsorship  program  with  the 
objective  of  establishing  various  alliances  with  specific  insurance 
carriers,  whereby  the  insurance  carriers  recommend  and  support 
Delphi  as  agency  automation  solution  to  their  preferred  agents. 

• In  July  1988,  Delphi  announced  the  signing  of  a five-year,  $40 
million  agreement  with  CIGNA  Property  & Casualty  Agency 
Division,  under  which  Delphi  will  deliver  agency  automation 
systems  to  targeted  CIGNA  agents  and  brokers. 

- As  a result  of  changing  market  conditions  and  marketing 
strategies,  in  June  1990,  Delphi  and  CIGNA  amended  their 
agreement.  CIGNA's  fixed  sales  commitments  and  related 
penalties  were  replaced  by  a fund  to  subsidize  the  purchase 
of  Delphi  systems  by  CIGNA  agents,  Delphi  was  relieved  of 
certain  commitments  and  restrictions,  and  the  warrant 
previously  granted  to  CIGNA  to  purchase  Delphi  stock  was 
reduced  from  500,000  to  250,000  shares.  Delphi 
management  believes  that  total  revenues  under  the  amended 
agreement  will  be  approximately  $40  million  over  the  term 
of  the  contract. 
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- Revenues  from  sales  to  CIGNA  and  to  agents  whose  systems 
were  either  partially  or  totally  financed  by  CIGNA 
amounted  to  $3.4  million  (16%  of  revenue)  during  fiscal 
1990,  compared  to  $5.4  million  (26%  of  revenue)  during 
fiscal  1989. 

Fiscal  1990  revenue  reached  $21.1  million,  a 3%  increase  over 

fiscal  1989  revenue  of  $20.5  million. 

• Net  losses  of  $1.6  million  for  fiscal  1990  include  $1.7  million  in 
charges  associated  with  the  cumulative  effect  of  a change  in 
accounting  procedures  implemented  during  1989  for 
recognizing  revenue.  Delphi  now  records  revenue  at  the  time 
of  shipment  to  the  customer. 

• A five-year  financial  summary  follows: 

DELPHI  INFORMATION  SYSTEMS,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/90 

3/89 

3/88 

3/87 

3/86 

Revenue 

• Percent  change 

$21,089 

$20,502 

$18,734 

$22,221 

$19,077 

from  previous  year 

3% 

9% 

(16%) 

16% 

24% 

Income  (loss)  from 
continuing  operations 
before  taxes 

$71 

$(654) 

$(1,733) 

$1,331 

$(1,153) 

• Percent  change 

from  previous  year 

111% 

62% 

(230%) 

215% 

(366%) 

Net  income  (loss) 

$(1,639) 

$(710) 

$(1,725) 

$1,095 

$(1 ,487) 

• Percent  change 

(a) 

(a) 

from  previous  year 

(131%) 

59% 

(258%) 

(1 74%) 

(476%) 

Earnings  (loss)  per  share 

$(0.39) 

$(0.18) 

$(0.46) 

$0.36 

$(0.56) 

• Percent  change 

(a) 

(a) 

from  previous  year 

(117%) 

18% 

(228%) 

164% 

(473%) 

(a)  Includes  charges  of  $1.7  million  ($0.41  per  share)  for  fiscal  1990  and  $324,00  ($0.09  per  share) 
for  fiscal  1988  related  to  cumulative  effect  of  a change  in  the  method  of  accounting  for  revenue. 


The  improved  operating  results  reflect  the  benefit  of  a modest 
increase  in  revenues  and  of  significant  operating  expense 
reductions  achieved  due  to  various  cost  reduction  measures  taken 
early  in  the  year. 
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• Although  substantial  improvement  was  made  over  fiscal  1989, 
performance  was  adversely  affected  by  the  continuation  of  a 
soft  property  and  casualty  insurance  market. 

• A reorganization  of  the  sales  department  was  undertaken  in 
fiscal  1990,  including  expansion  of  the  direct  sales  force  (which 
is  planned  to  be  increased  an  additional  30%  to  40%  during 
fiscal  1991)  to  encourage  a more  focused  effort  at  market 
penetration. 

The  number  of  systems  shipped  increased  17%  over  fiscal  1989 
due  to  increased  sales  to  the  existing  customer  base  of  new  and 
enhanced  products,  including  upgrades  to  the  IBM  RT  System. 
This  increase  was  offset  by  a reduction  of  software  sales  from 
CIGNA. 

Total  product  development  costs  were  approximately  $2.9  million 
(14%  of  revenue)  for  fiscal  1990,  $3.3  million  (16%  of  revenue)  for 
fiscal  1989,  and  $2.6  million  (14%  of  revenue)  for  fiscal  1988. 

Revenue  for  the  six  months  ending  September  30,  1990  was  $11.7 
million,  a 12%  increase  over  $10.4  million  for  the  same  period  in 
1989.  Net  income  reached  nearly  $1.2  million,  compared  to  net 
losses  of  $197,000  for  the  same  period  a year  ago. 

Delphi  has  a nonexclusive  agreement  with  AINetwork  (a  member 
company  of  the  American  International  Group),  signed  in  June 
1989,  appointing  Delphi  as  a preferred  provider  of  agency 
management  systems  to  key  AINetwork  agents.  Under  the 
agreement,  AINetwork  will  provide  financial  assistance  to 
qualified  AINetwork  agents  to  facilitate  the  purchase  of  Delphi 
systems. 

As  of  March  31,  1990,  Delphi  had  151  employees,  segmented  as 
follows: 


Sales  and  marketing 

41 

Product  development 

37 

Customer  service  and  operations 

52 

Administration  and  finance 

21 

151 

Major  competitors  include  Insurnet,  Agency  Management 
Systems,  Redshaw,  and  McCracken  Computer. 
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Key  Products  and  Approximately  56%  ($11.7  million)  of  Delphi's  fiscal  1990  revenue 
Services  was  derived  from  turnkey  system  sales  to  new  and  existing 

customers,  10%  ($2.1  million)  from  add-on  sales,  28%  ($6.0 
million  from  maintenance  services,  and  the  remaining  6%  ($1.3 
million)  from  consulting  and  other. 

A three-year  summary  of  source  of  revenue,  as  provided  by 
Delphi,  follows: 


DELPHI  INFORMATION  SYSTEMS,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

3/90 

3/89 

3/88 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

System  and  upgrades 

$13.9 

66% 

$13.8 

67% 

$12.4 

66% 

Maintenance,  service 

and  other 

7.2 

34% 

6.7 

33% 

6.3 

34% 

TOTAL 

$21.1 

100% 

$20.5 

100% 

$18.7 

100% 

Delphi  provides  turnkey  systems  to  independent  agents  and 
brokers  in  the  property  and  casualty  insurance  industry  for 
management,  sales  and  marketing,  policy  administration,  and 
accounting  applications. 

As  of  March  31,  1990,  Delphi  customers  were  using  15,000 
workstations  at  over  500  agency  sites. 

Delphi's  primary  product  is  INfinity™,  an  integrated  agency 
management  and  accounting  system  that  can  be  tailored  to  the 
requirements  of  either  the  nationwide  or  regional  agent/broker, 
for  personal,  commercial,  or  specialty  insurance  lines.  The 
product,  announced  in  February  1990,  replaces  and  upgrades 
Delphi's  earlier  generation  Automated  Insurance  Management 
System  (AIMS). 

• Earlier  this  year,  Delphi  released  INfinity  on  IBM's  new  RISC 
System  6000  (RS/6000),  which  can  accommodate  over  250 
users  on  a single  system.  It  also  allows  users  to  execute  IBM  PC 
programs  directly  on  the  RS/6000. 
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• INfinity  is  also  available  for  the  IBM  RT  (supporting  up  to  154 
users),  which  is  generally  marketed  to  small  to  medium-sized 
agents/brokers. 

• INfinity  systems  range  in  price  from  $35,000  to  $1  million. 

INfinity  modules  include  the  following: 

• Management  Information  quantitatively  measures 
agent/broker  profitability  by  managing  cash  flow;  monitors 
sales  performance  and  profitability  by  individual  salesperson, 
line  of  coverage,  and  insurance  company;  analyzes  customer 
profitability;  and  assists  in  business  planning. 

• Sales  and  Prospecting  assists  in  automating  the  development  of 
new  prospects  and  expanding  sales  to  existing  clients.  The 
prospect  information  and  follow-up  feature  provides  the  user 
with  tools  to  gather  information  about  prospective  clients, 
including  type  of  business,  names  of  contacts,  sales  volume, 
payroll  totals,  growth  rates,  SIC  codes,  and  square  footage  of 
facilities. 

• Telemarketing  (The  Sales  Center)  enables  an  agent/broker  to 
establish  a telemarketing  sales  center  within  the  agency  to 
generate  qualified  leads  for  insurance  producers. 
Telemarketing  operates  as  a standalone  system  or  can  be 
interfaced  with  the  INfinity  system. 

• Finance  and  Accounting  provides  for  single-source  entry  of 
invoices  that  automatically  updates  accounts  receivable,  policy 
information,  insurance  carrier  payables,  general  ledger,  and 
various  sales  analysis  reports. 

• Client  Servicing  provides  customer  policy  information 
management  in  order  to  support  customer  queries,  renewals 
and  endorsements  of  existing  policies,  and  new  policy  issuance. 
The  system  prints  out  schedules  of  insurance  coverage, 
applications  to  insurance  carriers,  and  insurance  proposals  for 
prospective  customers  in  a user-defined  format. 

• Carrier  Marketing/Underwriting  allows  users  to  access  all 
policy  information  and  produce  form  letters.  In  addition,  an 
automated  policy-renewal  and  expiration-control  system  is 
provided. 

• Corporate  Management  consolidates  financial  and  statistical 
data  (including  those  for  budgeting  and  forecasting)  for 
agents/brokers  with  multiple  offices. 
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• Claims  Tracking  records  and  tracks  insurance  claims  for 
customer  servicing  and  analysis,  risk  management,  and 
evaluation  of  the  quality  of  insurance  currently  in  force  with 
insurance  carriers. 

• Office  Administration  integrates  word  processing  with  other 
modules  to  allow  information  from  the  customer  file,  policy  file, 
or  claims  file  to  be  inserted  into  form  letters  and  insurance 
applications. 

• The  Universal  Insurance  Workstation  (UIW),  available  within 
the  INfinity  system,  is  a workstation  that  operates  on  IBM  PS/2 
or  IBM-compatible  microcomputers. 

- The  UIW  can  act  as  a Delphi  system  terminal  and  at  the 
same  time  can  access  insurance  industry  rating  packages 
(which  calculate  premium  amounts  based  on  coverage  and 
underwriting  information),  third-party  PC-based  software 
(such  as  Lotus  1-2-3,  dBASE  III  Plus,  and  ORACLE),  and 
public  information  networks. 

• Customer  Service  Center  (CSC)  adds  front-office  productivity 
tools,  including  Policy  Snapshot,  for  a quick  view  of  a policy  or 
unit  at  risk  at  any  point  in  time;  Policy  Modeling,  to  assist  in 
consistent  entering  of  all  appropriate  coverages  for  each  line  of 
business;  and  tutorials. 

• Submission  Tracking  is  a campaign  manager  that  allows  an 
agency  to  manage,  track,  and  analyze  the  entire  sales  and 
marketing  process. 

• Easy  Writer  + ™,  including  transactional  filing  and  E-mail 

• Imageview™,  an  integrated  image  processing  system  to  file, 
scan,  view,  fax,  and  print  all  documents  or  images  used  in  the 
agency 

• Uniplex™,  an  integrated  production  work  processing  and 
spreadsheet  package 

• Additional  features  include  Laser  ACORD  forms  and 
unattended  backup. 

• Delphi  is  also  developing  SQL-based  tools  to  enable  the 
integration  of  data  base  management  software  into  the  INfinity 
system  as  part  of  a continuing  strategy  to  make  the  company's 
software  portable  and  compatible  with  industry  standards. 
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Integration  of  the  DBMS  with  INfinity  is  planned  for  fiscal 
1992. 

Delphi's  electronic  interface  products  link  the  mainframe 
computers  of  insurance  carriers  to  the  Delphi  system  terminals  in 
agent/broker  organizations  and  permit  the  agent/broker  to  access 
one  or  more  insurance  carrier  computer  from  each  terminal. 

• These  products  enable  the  agent/broker  and  participating 
insurance  carriers  to  decrease  the  cost  of  manual  entry  of 
information  concerning  new  policies,  renewals,  endorsements, 
and  inquiries,  and  to  reduce  errors  and  response  time. 

• As  of  March  1990,  Delphi  was  supporting  interface 
relationships  with  18  major  carriers,  including  Aetna,  American 
States,  Atlantic  Mutual,  Chubb  & Sons,  CIGNA,  Commercial 
Union,  Crum  & Forster,  Fireman's  Fund,  Great  American, 
Hartford,  Island  (Hawaii),  Kemper,  Keystone,  Maryland 
Casualty,  Reliance,  Royal,  Safeco,  and  Transamerica. 

Delphi  provides  add-ons  and  upgrades  to  its  existing  customers. 
These  products  consist  of  additional  software,  terminals,  processor 
memory,  storage  devices,  and  CPUs  for  outlying  locations  or 
networked  into  the  base  system  to  support  an  increased  number  of 
users. 

Hardware  maintenance  is  purchased  by  Delphi  for  its  customers 
from  third  parties,  primarily  IBM  and  Concurrent.  Administrative 
cost  and  profit  is  added  to  the  cost  of  the  services  purchased  from 
these  companies  to  determine  the  price  to  the  customer. 

• Delphi  provides  a 60-day  warranty  on  its  software.  In  addition, 
the  company  normally  enters  into  software  maintenance 
contracts  with  its  customers. 

• Services  are  provided  by  the  company's  Service  Desk,  which  is 
available  to  customers  seven  days  a week,  24  hours  per  day. 

Delphi  also  provides  consulting,  customized  programming,  and 
after-sale  training  services  to  its  turnkey  clients. 


One  hundred  percent  of  Delphi's  revenue  is  derived  from  the 
insurance  industry. 

The  company's  target  market  is  independent  insurance 
agents/brokers  who  offer  and  sell  property  and  casualty  insurance 
policies  covering  such  risks  as  fire,  theft,  and  liability.  Delphi 
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markets  its  systems  primarily  to  independent  agencies  and 
brokerages  with  10  employees  or  more. 

Sedwick  James,  Delphi's  largest  single  customer,  accounted  for 
7%,  11%,  and  20%  of  revenue  for  fiscal  1990,  1989,  and  1988, 
respectively. 

Sales  associated  with  the  CIGNA  agreement  contributed  16%  to 
fiscal  1990  revenue. 


One  hundred  percent  of  Delphi's  revenue  is  derived  from  the  U.S. 


Delphi  sells  its  products  exclusively  through  its  own  sales 
organization  which  is  divided  into  three  groups:  one  concentrating 
on  Insurance  Company  Sponsored  Sales  Programs  and  larger, 
multi-office  agents/brokers  operating  nationally;  one  directed  at 
existing  customers  for  both  national  and  regional  agents/brokers; 
and  the  third  group  directed  at  regional  agents/brokers. 

Sales  offices  are  located  in  Atlanta  (GA),  Charlotte  (NC),  Detroit 
(MI),  Hartford  (CT),  Los  Angeles  (CA),  Memphis  (TN), 
Milwaukee  (WI),  Philadelphia  (PA),  Secaucus  (NJ),  and  St. 
Petersburg  (FL). 


Delphi  has  a number  of  IBM  RS/6000,  RT,  and  PC  computers, 
operating  under  UNIX,  installed  at  its  data  center  in  Westlake 
Village  for  product  development  and  customer  support. 
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Walter  F.  Bauer,  Chairman  and  CEO 
Richard  R.  Janssen,  President 
Public  Corporation,  NASDAQ 
Total  Employees:  184 
Total  Revenue,  Fiscal  Year  End 
3/31/89:  $20,502,000 


The  Company  Delphi  Information  Systems,  Inc.,  founded  in  1976  as  Delphi 

Systems,  Inc.,  provides  UNIX-based  turnkey  systems  to 
independent  agents  and  brokers  in  the  property  and  casualty 
insurance  industry. 

• During  fiscal  1988,  IBM  appointed  Delphi  to  the  Industry 
Remarketer  Call  Program  for  the  IBM  RT.  The  company  is 
also  a value-added  reseller  for  Concurrent  Computer 
Corporation. 

• Delphi  also  provides  interface  software  systems  that  link  the 
mainframes  of  insurance  carriers  with  the  systems  of 
independent  agents  and  brokers. 

Delphi  has  implemented  a company  sponsorship  program  with  the 
objective  of  establishing  various  alliances  with  specific  insurance 
carriers,  whereby  the  insurance  carriers  recommend  and  support 
Delphi  as  agency  automation  solution  to  their  preferred  agents. 

• In  July  1988,  Delphi  announced  the  signing  of  a five-year,  $40 
million  agreement  with  CIGNA  Property  & Casualty  Agency 
Division,  under  which  Delphi  will  deliver  agency  automation 
systems  to  targeted  CIGNA  agents  and  brokers. 

- CIGNA  agreed  to  provide  its  agents  with  financial  and  other 
incentives  to  purchase  a Delphi  system,  and  also  committed 
to  minimum  annual  sales  volumes. 

- Delphi  also  agreed  to  work  with  CIGNA  to  develop  a single- 
entry electronic  interface  between  an  agent's  Delphi  system 
and  CIGNA's  policy  processing  systems. 

- During  fiscal  1989,  revenues  from  sales  to  CIGNA  and  to 
agents  whose  systems  were  either  partially  or  totally  financed 
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by  CIGNA  amounted  to  $5.4  million  (including  $1.5  million 
of  software  licenses  sold  directly  to  CIGNA). 

• In  June  1989,  Delphi  signed  a nonexclusive  agreement  with 
AINetwork  (a  member  company  of  the  American  International 
Group)  appointing  Delphi  as  a preferred  provider  of  agency 
management  systems  to  key  AINetwork  agents.  Under  the 
agreement,  AINetwork  will  provide  financial  assistance  to 
qualified  AINetwork  agents  to  facilitate  the  purchase  of  Delphi 
systems. 

Fiscal  1989  revenue  reached  $20.5  million,  a 9%  increase  over 
fiscal  1988  revenue  of  $18.7  million.  Net  losses  were  $710,000, 
compared  to  net  losses  of  $1.7  million  for  fiscal  1988.  A five-year 
financial  summary  follows: 

DELPHI  INFORMATION  SYSTEMS,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/89 

3/88 

3/87 

3/86 

3/85 

Revenue 

$20,502 

$18,734 

$22,275 

$19,136 

$15,415 

• Percent  increase 
(decrease)  from 
previous  year 

9% 

(16%) 

16% 

24% 

34% 

Income  (loss)  from 
continuing  operations 
before  taxes 

$(654) 

$(1,733) 

$1,331 

$(1,153) 

$433 

• Percent  change 
from  previous  year 

62% 

(230%) 

215% 

(366%) 

197% 

Net  income  (loss) 

$(710) 

$(1,725) 

$1,095 

$(1,487) 

$396 

• Percent  change 
from  previous  year 

59% 

(258%) 

(174%) 

(476%) 

89% 

Earnings  (loss)  per 
share 

$(0.18) 

$(0.46) 

$0.36 

$(0.56) 

$0.15 

• Percent  change 
from  previous  year 

18% 

(228%) 

164% 

(473%) 

114% 

Delphi  management  attributes  fiscal  1989  results  to  the  following: 

• The  company  benefited  from  increased  revenues  from  the 
CIGNA  contract.  Although  the  number  of  system  shipments 
increased  by  15%,  the  average  sales  price  declined  from 
previous  periods.  This  decline  was  in  part  due  to  the 
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introduction  of  the  IBM  RT  system  in  late  fiscal  1987,  which 
carries  a lower  price  than  those  systems  sold  previously.  In 
addition,  the  initial  sales  under  the  CIGNA  agreement  were  for 
smaller  systems  than  originally  anticipated. 

• Significant  startup  costs  for  the  CIGNA  agreement,  and  lower- 
than-historical  average  system  sales  prices  contributed  to  net 
losses.  Although  substantial  improvement  was  made  over  fiscal 
1988,  performance  was  adversely  affected  by  the  continuation 
of  a "soft"  market  in  the  property  and  casualty  insurance 
industry. 

Total  product  development  costs  were  approximately  $3.3  million 
(16%  of  revenue)  for  fiscal  1989,  $2.6  million  (14%  of  revenue)  for 
fiscal  1988,  and  $2.5  million  (11%  of  revenue)  for  fiscal  1987. 

Revenue  for  the  six  months  ending  September  30,  1989  was  $10.1 
million,  compared  to  $10  million  for  the  same  period  in  1988.  Net 
losses  were  $478,000,  compared  to  net  income  of  $409,000  for  the 
same  period  a year  ago.  Prior  year's  results  were  favorably 
impacted  by  a $1.5  million  initial  sale  related  to  the  CIGNA 
contract. 

• The  company  has  experienced  continued  financial 
improvement,  as  compared  to  the  immediately  preceding 
quarters.  Delphi  returned  to  profitability  for  the  quarter  ending 
September  30,  1989  due  to  actions  taken  to  reduce  operating 
expenses. 

As  of  March  31,  1989,  Delphi  had  184  employees,  segmented  as 
follows: 


Sales  and  marketing 

44 

Product  development 

53 

Customer  service  and  operations 

59 

Administration  and  finance 

28 

184 

Major  competitors  include  Insurnet,  Agency  Management 
Systems,  Redshaw,  and  McCracken  Computer. 

Approximately  40%  ($8.3  million)  of  Delphi's  fiscal  1989  revenue 
was  derived  from  new  turnkey  system  sales,  27%  ($5.5  million) 
from  system  upgrades  and  add-on  sales,  and  33%  ($6.7  million) 
from  maintenance,  customer  service,  and  other. 
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A three-year  summary  of  source  of  revenue,  as  provided  by 
Delphi,  follows: 


DELPHI  INFORMATION  SYSTEMS,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

3/89 

3/88 

3/87 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

System  and  upgrades  (a) 

$13.8 

67% 

$12.4 

66% 

$17.7 

80% 

Maintenance,  service 

and  other 

6.7 

33% 

6.3 

34% 

4.5 

20% 

TOTAL 

$20.5 

100% 

$18.7 

100% 

$22.2 

100% 

(a)  Includes  new  system  sales  of  approximately  $8. 3 million,  $5.2  million,  and  $9. 6 million  for  fiscal 
1989,  1988,  and  1987,  respectively. 


Delphi  provides  turnkey  systems  to  independent  agents  and 
brokers  in  the  property  and  casualty  insurance  industry  for 
management,  sales  and  marketing,  policy  administration,  and 
accounting  applications. 

• During  fiscal  1989,  Delphi  added  58  new  customers,  bringing 
the  total  to  202,  an  increase  of  40%  over  fiscal  1988.  The 
number  of  systems  installed  increased  by  61,  bringing  the  total 
installed  base  to  345,  an  increase  of  21%  over  fiscal  1988. 

• A five-year  summary  of  Delphi's  total  number  of  customers  and 
system  installations  follows: 


FISCAL  YEAR 

ITEM 

3/89 

3/88 

3/87 

3/86 

3/85 

Total  customers 

202 

144 

110 

82 

62 

Total  installations 

345 

284 

213 

150 

99 

Delphi's  primary  product  is  the  Automated  Insurance 
Management  System  (AIMS),  an  integrated  agency  management 
and  accounting  system  that  can  be  tailored  to  the  requirements  of 
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either  the  nationwide  or  regional  agent/broker,  for  personal, 

commercial,  or  specialty  insurance  lines.  AIMS  modules  include 

the  following: 

• Management  Information  quantitatively  measures 
agent/broker  profitability  by  managing  cash  flow;  monitors 
sales  performance  and  profitability  by  individual  salesperson, 
line  of  coverage,  and  insurance  company;  analyzes  customer 
profitability;  and  assists  in  business  planning. 

• Sales  and  Prospecting  assists  in  automating  the  development  of 
new  prospects  and  expanding  sales  to  existing  clients.  The 
prospect  information  and  follow-up  feature  provides  the  user 
with  tools  to  gather  information  about  prospective  clients, 
including  type  of  business,  names  of  contacts,  sales  volume, 
payroll  totals,  growth  rates,  SIC  codes,  and  square  footage  of 
facilities. 

• Finance  and  Accounting  provides  for  single-source  entry  of 
invoices  that  automatically  updates  accounts  receivable,  policy 
information,  insurance  carrier  payables,  general  ledger,  and 
various  sales  analysis  reports. 

• Client  Servicing  provides  customer  policy  information 
management  in  order  to  support  customer  queries,  renewals 
and  endorsements  of  existing  policies,  and  new  policy  issuance. 
The  system  prints  out  schedules  of  insurance  coverage, 
applications  to  insurance  carriers,  and  insurance  proposals  for 
prospective  customers  in  a user-defined  format. 

• Carrier  Marketing/Underwriting  allows  users  to  access  all 
policy  information  and  produce  form  letters.  In  addition,  an 
automated  policy-renewal  and  expiration-control  system  is 
provided. 

• Corporate  Management  consolidates  financial  and  statistical 
data  (including  those  for  budgeting  and  forecasting)  for 
agents/brokers  with  multiple  offices. 

• Claims  Tracking  records  and  tracks  insurance  claims  for 
customer  servicing  and  analysis,  risk  management,  and 
evaluation  of  the  quality  of  insurance  currently  in  force  with 
insurance  carriers. 

• Office  Administration  integrates  word  processing  with  other 
modules  to  allow  information  from  the  customer  file,  policy  file, 
or  claims  file  to  be  inserted  into  form  letters  and  insurance 
applications. 
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• Telemarketing  (The  Sales  Center)  enables  an  agent/broker  to 
establish  a telemarketing  sales  center  within  the  agency  to 
generate  qualified  leads  for  insurance  producers. 
Telemarketing  operates  as  a standalone  system  or  can  be 
interfaced  with  the  AIMS  system. 

• The  Universal  Insurance  Workstation  (UIW),  available  within 
the  AIMS  system,  is  a workstation  that  operates  on  IBM  PC, 
PC/XT,  PS/2,  or  IBM-compatible  microcomputers. 

- The  UIW  can  act  as  a Delphi  system  terminal  and  at  the 
same  time  can  access  insurance  industry  rating  packages 
(which  calculate  premium  amounts  based  on  coverage  and 
underwriting  information),  third-party  PC-based  software 
(such  as  Lotus  1-2-3,  dBASE  III  Plus,  and  ORACLE),  and 
public  information  networks. 

• Electronic  interface  products  link  the  mainframe  computers  of 
insurance  carriers  to  the  Delphi  system  terminals  in 
agent/broker  organization  and  permit  the  agent/broker  to 
access  one  or  more  insurance  carrier  computer  from  each 
terminal. 

- These  products  enable  the  agent/brokers  and  participating 
insurance  carriers  to  decrease  the  cost  of  manual  entry  of 
information  concerning  new  policies,  renewals, 
endorsements,  and  inquiries,  and  to  reduce  errors  and 
response  time. 

- As  of  March  1989,  Delphi  had  installed  electronic  interface 
systems  involving  major  insurance  carriers,  including  Aetna, 
Atlantic  Mutual,  CIGNA,  Chubb  & Sons,  Commercial 
Union,  Crum  & Forster,  Fireman's  Fund,  Great  American, 
Hartford,  Island  (Hawaii),  Kemper,  Keystone,  Maryland 
Casualty,  Reliance,  Royal,  Safeco,  and  Transamerica. 

• AIMS  modules  are  currently  available  for  the  IBM  RT 
(supporting  up  to  154  users)  and  Concurrent  XF500  (supporting 
16  terminals)  through  XF800  (supporting  over  150  terminals) 
systems.  For  fiscal  1989,  nearly  all  systems  sold  were  for  the 
IBM  RT.  System  prices  range  from  $50,000  to  $1  million. 

Delphi  provides  add-ons  and  upgrades  to  its  existing  customers. 
These  products  consist  of  additional  software,  terminals,  processor 
memory,  storage  devices,  and  CPUs  for  outlying  locations  or 
networked  into  the  base  system  to  support  an  increased  number  of 
users. 
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Hardware  maintenance  is  purchased  by  Delphi  for  its  customers 
from  third  parties,  chiefly  Concurrent  and  IBM.  Administrative 
cost  and  profit  is  added  to  the  cost  of  the  services  purchased  from 
these  companies  to  determine  the  price  to  the  customer. 

• Delphi  provides  a 60-day  warranty  on  its  software.  In  addition, 
the  company  normally  enters  into  software  maintenance 
contracts  with  its  customers. 

• Services  are  provided  by  the  company's  Service  Desk,  which  is 
available  to  customers  seven  days  a week,  24  hours  per  day. 

Delphi  also  provides  consulting,  customized  programming,  and 
after-sale  training  services  to  its  turnkey  clients. 


One  hundred  percent  of  Delphi's  revenue  is  derived  from  the 
insurance  industry. 

The  company's  target  market  is  independent  insurance 
agents/brokers  who  offer  and  sell  property  and  casualty  insurance 
policies  covering  such  risks  as  fire,  theft,  and  liability. 

• Historically,  Delphi  has  targeted  the  agent/broker  with  more 
than  10  employees  as  its  principal  customer. 

• In  fiscal  1988,  with  the  introduction  of  the  IBM  RT-based 
system,  Delphi  was  able  to  more  vigorously  pursue  the  lower 
end  of  the  market. 

Fred  S.  James  & Company  accounted  for  11%,  20%,  and  29%  of 
revenue  for  fiscal  1989,  1988,  and  1987,  respectively.  Sales 
associated  with  CIGNA  contributed  26%  to  fiscal  1989  revenue. 


One  hundred  percent  of  Delphi's  revenue  is  derived  from  the  U.S. 


Delphi  sells  its  products  exclusively  through  its  own  sales 
organization  which  is  divided  into  two  groups:  one  concentrating 
on  Insurance  Company  Sponsored  Sales  Programs  and  larger, 
multi-office  agents/brokers  operating  nationally,  and  the  other 
directed  at  regional  agents/brokers. 

Sales  offices  are  located  in  Atlanta  (GA),  Charlotte  (NC),  Detroit 
(MI),  Hartford  (CT),  Los  Angeles  (CA),  Memphis  (TN), 
Philadelphia  (PA),  Secaucus  (NJ),  and  St.  Petersburg  (FL). 
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Delphi  has  a number  of  Concurrent  and  IBM  computers, 
operating  under  UNIX,  installed  at  its  data  center  in  Westlake 
Village  for  product  development  and  customer  support. 
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31416  West  Agoura  Road 
Westlake  Village,  CA  91361-4672 


President: 

Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


David  J.  Torrence 
Public,  NASDAQ 


Phone:  (818)706-8989 
Fax:  (818)991-6469 


368 

$42,395,000 

3/31/92 


Key  Points 


Two  acquisitions  made  by  Delphi  have  significantly  expanded  the 
company's  client  base  and  opened  new  market  opportunities. 

- During  fiscal  1992,  Delphi  acquired  Redshaw,  which  has 
historically  served  a different  portion  of  the  marketplace,  mainly 
small-  to  medium-sized  property  and  casualty  insurance  agencies 
and  brokerages.  These  customers  generally  have  a range  of  10  to 
20  workstations  per  agency,  compared  to  Delphi's  average  of 
about  50.  Redshaw's  client  base  of  more  than  2,000  active 
customers  includes  over  400  accounts  in  Canada,  which  is  also  a 
new  market  for  the  company. 

- In  January  1991,  Delphi  acquired  and  merged  with  one  of  its 
largest  competitors,  McCracken  Computer,  nearly  doubling  the 
company's  size. 

- Pro  forma  combined  revenues  of  Delphi,  McCracken,  and 
Redshaw  for  fiscal  1992  were  $52.3  million. 

During  December  1991,  Delphi  appointed  a new  president  and  chief 
executive  officer  to  manage  the  larger  company,  began  adding 
various  other  new  management  personnel  throughout  the 
organization,  and  consolidated  and  repositioned  certain  operations 
and  products. 
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Company 

Description 


Acquisitions 


Delphi  Information  Systems,  founded  in  1976,  provides  turnkey  systems 
and  associates  support  services  to  independent  property  and  casualty 
insurance  agencies  and  brokerages  in  the  U.S.  and  Canada. 

• The  systems  automate  independent  agencies  in  areas  that  include 
sales  management,  policy  and  claims  administration,  accounting, 
financial  reporting,  and  electronic  interfaces  with  the  computers  of 
insurance  carriers. 

• Delphi's  systems  operate  on  the  UNIX-based  IBM  RISC 
System/6000,  IBM  AS/400,  and  SCO  UNIX-based  PC  computer 
hardware  platforms.  Delphi  is  an  IBM  industry  remarketer. 

As  a result  of  new  management's  evaluation  of  Delphi's  position  with 
respect  to  new  technologies,  current  markets,  and  fhture  business 
strategies  and  the  assimilation  of  Redshaw  and  McCracken,  the 
company  decided  to  consolidate  and  reposition  its  operations  and 
products  in  its  fourth  quarter  of  fiscal  1992.  The  repositioning  included 
redirecting  the  marketing  and  product  development  efforts  of  the 
company  and  eliminating  certain  positions  and  facilities. 


In  December  1991,  Delphi  acquired  Redshaw,  Inc.,  a subsidiary  of  the 
ITT  Hartford  Fire  Insurance  Group  in  a transaction  valued  at  $6.2 
million.  The  acquisition  was  accounted  for  as  a purchase. 

• Pittsburgh-based  Redshaw  provides  software  and  automated  systems 
and  services  for  independent  property  and  casualty  insurance 
agencies  and  brokerages  in  the  U.S.  and  Canada.  Its  ELITE  and 
Master  software  operates  on  over  31,000  workstations  and  terminals 
installed  at  over  2,500  customer  sites. 

• Redshaw  had  about  150  employees  at  the  time  of  the  acquisition  and 
revenue  of  $18  million  for  its  fiscal  year  ending  March  31,  1991. 

• The  operations  of  Redshaw  are  being  merged  into  Delphi. 

In  January  1991,  Delphi  acquired  McCracken  Computer  Inc.  of 
Burlington  (MA)  in  a transaction  valued  at  $6.8  million.  The 
acquisition  was  accounted  for  as  a purchase. 

• McCracken's  INSIGHT  system  for  property  and  casualty 
agents/brokers  operates  on  IBM  AS/400  and  RS/6000  systems. 
McCracken  also  supports  INSIGHT  for  IBM  System  36  and  38 
computer  platforms. 
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• McCracken  had  about  120  employees  at  the  time  of  the  acquisition 
and  revenues  of  approximately  $14.7  million  for  the  fiscal  year 
ending  March  31,  1990. 


Financials  Delphi's  fiscal  1992  revenue  reached  $42.4  million,  a 60%  increase  over 

fiscal  1991  revenue  of  $26.6  million. 

• During  the  fourth  quarter  of  fiscal  1992,  Delphi  charged  $8  million 
to  earnings  related  to  its  consolidation  and  repositioning.  Charges 
included  $6.5  million  related  to  the  non-cash  write-down  of 
intangible  assets  to  net  expected  realizable  values  and  $1.5  million 
for  reductions  and  changes  in  workforce  and  discontinued  facilities. 

• In  the  five-year  summary  that  follows,  financials  for  McCracken  and 
Redshaw  are  included  from  the  dates  of  their  respective  acquisition: 


DELPHI  INFORMATION  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/92 

3/91 

3/90 

3/89 

3/88 

Revenue 

• Percent  change 

$42.4 

$26.6 

$21.1 

$20.5 

$18.7 

from  previous  year 

60% 

26% 

3% 

9% 

(16%) 

Income  (loss)  before 
taxes 

$(8.8) 

$1.2 

$0.1 

$(0.7) 

$(1.7) 

■ Percent  change 

(a) 

from  previous  year 

★ 

★ 

111% 

62% 

(230%) 

Net  income  (loss) 

$(8.7) 

$1.1 

$(1.6) 

$(0.7) 

$(1.7) 

• Percent  change 

(b) 

(b) 

from  previous  year 

★ 

169% 

(131%) 

59% 

(258%) 

Earnings  (loss)  per  share 

$(1.58) 

$0.24 

$(0.39) 

$(0.18) 

$(0.46) 

• Percent  change 

(b) 

(b) 

from  previous  year 

(758%) 

162% 

(117%) 

18% 

(228%) 

Percent  change  exceeds  1,000%. 


(a)  Includes  consolidating  and  repositioning  costs  of  $8  million 

(b)  Includes  charges  of  $1.7  million  ($0.41  per  share)  for  fiscal  1990  and  $324,000  ($0.09)  per  share)  for 
fiscal  1988  related  to  the  cumulative  effect  of  a change  in  the  method  of  accounting  for  revenue 


Revenue  increases  in  fiscal  1992  and  1991  were  attributed  primarily  to 
the  acquisitions  of  McCracken  and  Redshaw. 
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Alliances 


An  agreement  with  CIGNA  Property  & Casualty  Agency  Division, 
amended  in  June  1990,  provided  for  a fund,  financed  and  administered 
by  CIGNA,  to  subsidize  the  purchase  of  Delphi's  systems  by  CIGNA 
agents.  No  funds  remained  available  at  the  end  of  fiscal  1992  to  further 
subsidize  agencies. 

• Revenues  from  sales  to  CIGNA  and  its  agencies  represented  less 
than  10%  of  Delphi's  revenues  in  fiscal  1992.  Revenues  from 
CIGNA  agencies  in  fiscal  1991  were  nearly  $6.2  million  (or  23%)  of 
Delphi's  total  revenues. 


Employees  As  of  March  31,  1992,  Delphi  had  368  employees,  segmented  as 

follows: 


Sales  and  marketing  70 

Product  development  92 

Customer  service  and  operations  155 
Administration  and  finance  5 1 


368 


Key  Products  and  Approximately  60%  of  Delphi's  fiscal  1992  revenue  was  derived  from 

Services  systems  (hardware  and  software),  27%  from  maintenance  services,  and 

the  remaining  13%  from  professional  services.  A three-year  summary 
of  source  of  revenue  follows: 


DELPHI  INFORMATION  SYSTEMS,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

3/92 

3/91 

3/90 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Systems 

$25.6 

60% 

$17.3 

65% 

$13.8 

66% 

Maintenance 

11.6 

27% 

7.0 

26% 

6.0 

28% 

Services  and  other 

5.2 

13% 

2.3 

9% 

1.3 

6% 

TOTAL 

$42.4 

100% 

$26.6 

100% 

$21.1 

100% 
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Delphi's  software  currently  operates  on  approximately  63,000 
workstations  and  terminals  at  more  than  3,200  customer  sites, 
representing  close  to  50%  of  all  workstations  and  terminals  installed  in 
independent  agencies. 

Delphi's  systems  are  designed  to  improve  the  business  productivity  of 
its  independent  property  and  casualty  insurance  agent/broker  clients. 
Business  functions  supported  include  management  information,  sales 
and  prospecting,  marketing,  finance  and  accounting,  client  service, 
carrier  interfaces,  claims  tracking,  office  administration,  and  rating 
integration. 

Delphi  currently  offers  the  following  systems: 

• INfinity  (a  Delphi  product)  is  marketed  on  the  IBM  RS/6000  in  the 
AIX  environment. 

• ELITE  (a  Redshaw  product)  is  marketed  on  SCO  UNIX-compatible 
PCs.  Delphi  no  longer  markets  but  continues  to  support  Redshaw's 
Master  System  for  Wang  CS  computers. 

• INSIGHT  (a  McCracken  product)  is  marketed  on  IBM  AS/400  and 
RS/6000  systems. 

Delphi  systems  range  in  price  from  $35,000  to  over  $1  million.  The 
largest  systems  offered  by  Delphi  support  in  excess  of  320  terminals. 

Delphi's  electronic  interface  products  link  the  mainframe  computers  of 
insurance  carriers  to  Delphi  systems  in  independent  agent/broker 
organizations  and  permit  the  agent/broker  to  access  one  or  more 
insurance  carrier  computer  from  each  terminal. 

• These  products  enable  the  agent/broker  and  participating  insurance 
carriers  to  decrease  the  cost  of  manual  entry  of  information 
concerning  new  policies,  renewals,  endorsements,  and  inquiries,  and 
to  reduce  errors  and  response  time. 

• As  of  March  31,  1992,  Delphi  was  supporting  interface  relations  with 
the  following  major  property  and  casualty  companies:  American 
States,  Aetna,  Atlantic  Mutual,  Chubb  & Sons,  CIGNA,  The 
Cincinnati  Companies,  Commercial  Union,  Crum  & Forster, 
Fireman's  Fund,  General  Accident,  Great  American,  Hanover, 
Hartford,  Heritage  Mutual,  Island  (Hawaii),  ISI  Systems,  Kemper, 
Keystone,  Maryland  Casualty,  Reliance,  Royal,  Safeco,  Safety,  St. 
Paul,  Transamerica,  Travelers,  and  The  Westfield  Companies. 


September  1992 


Copyright  1992  by  INPUT.  Reproduction  Prohibited. 


Page  5 of  6 


DELPHI  INFORMATION  SYSTEMS,  INC. 


INPUT 


Industry  Markets 


Geographic 

Markets 


Support  and  maintenance  services  include  the  following: 

• Upgrades  of  software  and  hardware  are  provided  to  existing 
customers,  including  software,  terminals,  processor  memory,  storage 
devices,  and  CPUs  for  outlying  locations  networked  into  the  base 
system  to  support  an  increased  number  of  users. 

• Software  maintenance  is  supplied  by  Delphi.  Hardware 
maintenance  is  purchased  by  Delphi  for  its  customers  from  third 
parties. 

• Consulting  services,  customized  programming,  and  training  is  also 
provided  to  customers  requiring  specific  assistance  or  enhancement 
of  their  systems. 


One  hundred  percent  of  Delphi's  revenue  is  derived  from  the  property 
and  casualty  insurance  industry. 

Nearly  90%  of  Delphi's  fiscal  1992  revenue  was  generated  by  existing 
customers,  compared  to  67%  in  fiscal  1991. 

The  company's  target  market  is  independent  insurance  agents/brokers 
who  offer  and  sell  property  and  casualty  insurance  policies  covering 
such  risks  as  fire,  theft,  and  liability.  Delphi  markets  its  systems  to 
independent  agencies  having  10  or  more  employees. 

Delphi's  customer  list  includes  80%  of  the  largest  25  independent 
agencies  in  North  America. 


Delphi  markets  is  systems  exclusively  through  its  own  sales 
organization,  primarily  from  its  four  operating  locations  in  Westlake 
Village  (CA),  Burlington  (MA),  Pittsburgh  (PA),  and  Toronto 
(Canada). 
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DELPHI  INFORMATION  SYSTEMS,  INC. 

31416  West  Agoura  Road 
Westlake  Village,  CA  91361-4672 
(818)  706-8989 


Walter  F.  Bauer,  Chairman  and  CEO 
Richard  R.  Janssen,  President 
Public  Corporation,  OTC 
Total  Employees:  155 
Total  Revenue,  Fiscal  Year  End 
3/31/87:  $22,275,000 


THE  COMPANY 

• Delphi  Information  Systems,  Inc.,  founded  in  1976  as  Delphi  Systems,  Inc., 
provides  UNIX-based  turnkey  systems  to  independent  insurance  agents  and 
brokers  in  the  property  and  casualty  insurance  industry. 

The  company  is  a value-added  reseller  for  Concurrent  Computer 
Corporation  and  a value-added  distributor  for  the  IBM  RT. 

Delphi  also  provides  interface  software  systems  that  link  the  main- 
frames of  insurance  carriers  with  the  systems  of  independent  agents 
and  brokers. 

In  May  1987  Delphi  issued  a preliminary  prospectus  in  anticipation  of  an  initial 
public  offering  of  l.l  million  shares  of  common  stock,  of  which  600,000  shares 
will  be  sold  by  the  company  and  500,000  shares  will  be  sold  by  certain  stock- 
holders. Net  proceeds  to  the  company  will  be  used  to  repay  bank  debt  and  for 
general  corporate  purposes. 

• Delphi's  fiscal  1987  revenue  reached  $22.3  million,  a 16%  increase  over  fiscal 
1986  revenue  of  $19.1  million.  Net  income  reached  $1.1  million,  compared  to 
net  loses  of  $1.5  million  for  fiscal  1986.  A five-year  financial  summary 
follows: 


I of  8 
July  1987 
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DELPHI  INFORMATION  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


(a)  Results  for  fiscal  1987  and  1986  include  losses  of  $120,000  and  $894,000,  respec- 
tively, associated  with  the  discontinued  operations  of  Delphi  Information 
Sciences  Corporation  (DISC). 


DISC,  a provider  of  turnkey  systems  to  the  mortgage  banking  industry, 
was  acquired  by  Delphi  in  July  1985.  During  the  eight  months  it  was 
owned  by  Delphi  it  generated  operating  losses  of  $418,000. 

Delphi  sold  DISC  to  one  of  its  original  owners  in  May  1986  and  recorded 
an  additional  loss  on  the  sale  of  $476,000. 


The  operating  income  improvement  in  1987  was  principally  due  to  increased 
revenue,  improved  margins,  and  a reduction  of  support  services  costs  and 
general  and  administrative  expenses. 

Research  and  development  costs  were  approximately  $1.9  million  (9%  of 
revenue)  in  fiscal  1987,  $1.4  million  (7%  of  revenue)  in  fiscal  1986,  and 
$735,000  (5%  of  revenue)  in  fiscal  1985.  Increases  in  these  expenditures  over 
the  past  two  years  are  related  to  research  and  development  in  the  area  of 
microcomputer  workstation  and  networked  UNIX  products,  adding  IBM 
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systems  to  the  company's  product  line,  and  costs  incurred  to  offer  a wider 
range  of  peripherals  with  its  systems. 

• As  of  March  31,  1987,  Delphi  had  155  employees,  segmented  as  follows: 


Marketing  and  sales 

32 

Product  development 

43 

Operations 

55 

Administration  and  finance 

25 

155 

• Major  competitors  include  Insurnet,  Agency  Management  Systems 
(ARC/AMS),  Redshaw,  and  McCracken  Computer,  Inc. 

KEY  PRODUCTS  AND  SERVICES 


Approximately  43%  ($9.6  million)  of  Delphi's  fiscal  1987  revenue  was  derived 
from  new  turnkey  system  sales,  42%  ($9.3  million)  from  add-ons,  system 
upgrades,  and  associated  consulting  services,  and  15%  ($3.3  million)  from 
maintenance  contracts. 


• A three-year  summary  of  source  of  revenue,  as  provided  by  Delphi,  follows 
($  millions): 


'N.  FISCAL  YEAR 

ITEM  \ 

3/87 

3/86 

3/85 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

System  and  upgrade 

sales 

$17.4 

78% 

$14.0 

73% 

$12.6 

82% 

Maintenance,  service, 

and  other 

4.8 

22 

5.1 

27 

2.8 

18 

Total 

$22.2 

100% 

$19.1 

1 00% 

$15.4 

1 00% 

• Delphi  provides  turnkey  systems  to  independent  agents  and  brokers  in  the 
property  and  casualty  insurance  industry  for  management,  policy  administra- 
tion, and  accounting  applications. 

Delphi's  primary  product  is  the  Automated  Insurance  Management 
System  (AIMS),  an  integrated  agency  management  and  accounting 
system  that  can  be  tailored  to  the  requirements  of  either  the  nation- 
wide or  regional  agent/broker,  for  personal,  commercial,  or  specialty 
insurance  lines.  AIMS  modules  include  the  following: 
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Management  Information  quantitatively  measures  agent/broker 
profitability  with  emphasis  on  the  following:  managing  cash 

flow;  monitoring  sales  performance  and  profitability  by 
individual  salespersons,  lines  of  coverage,  and  insurance 
companies;  analyzing  customer  profitability;  and  business 
planning. 

Sales  and  Prospecting  provides  automation  assistance  in  devel- 
oping new  prospects  and  expanding  sales  to  existing  clients.  The 
prospect  information  and  follow-up  feature  provides  the  user 
with  tools  to  facilitate  the  gathering  and  input  of  information 
about  prospective  clients  such  as  type  of  business,  names  of 
contacts,  sales  volume,  payroll  totals,  growth  rates,  SIC  codes, 
and  square  footage  of  facilities. 

Finance  and  Accounting  provides  for  single-source  entry  of 
invoices  that  automatically  updates  accounts  receivable,  policy 
information,  insurance  carrier  payables,  general  ledger,  and  a 
variety  of  sales  analysis  reports.  This  module  is  designed  to 
improve  control,  simplify  procedures  for  the  billing  process,  and 
improve  cash  flow  through  the  simplification  of  renewal  and 
binder  billings  (i.e.,  billings  relating  to  insurance  coverage  prior 
to  policy  issuance). 

Client  Servicing  provides  a policy  information  capability 
designed  to  reduce  reliance  on  manual  files.  To  locate  a client's 
policy,  the  user  types  in  a portion  of  the  customer's  name  on  the 
terminal  and  full  customer  information  is  displayed  and  can 
display  all  of  the  customer's  policies  in  summary  form.  Once 
the  correct  policy  is  selected,  the  client  service  representative 
has  available  the  information  required  to  answer  customer 
questions,  renew  or  endorse  an  existing  policy,  or  write  a new 
policy.  The  system  prints  out  schedules  of  insurance  coverage, 
applications  to  insurance  carriers,  and  insurance  proposals  for 
prospective  customers  in  a user-defined  format. 

Carrier  Marketing/Underwriting  allows  users  to  access  all  policy 
information  and  produce  form  letters.  In  addition,  an  automated 
policy-renewal  and  expiration-control  system  is  provided. 

Corporate  Management  facilitates  consolidation  of  financial  and 
statistical  data  (including  those  for  budgeting  and  forecasting) 
for  agents/brokers  with  multiple  offices. 

Claims  Tracking  records  and  tracks  insurance  claims  for 
customer  servicing  and  analysis,  risk  management,  and  evalua- 
tion of  the  quality  of  insurance  currently  in  force  with  insurance 
carriers.  The  user  is  able  to  recall  on  the  screen  the  policy 
relating  to  a claim  and  record  claims  information  such  as 
reserves,  underwriting  losses  and  expenses,  recoveries,  and  any 
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comments  desired.  Summary  underwriting  loss  and  expense 
information  is  automatically  updated  in  the  customer  and 
master  files.  This  module  permits  underwriting  losses  and 
expenses  to  be  collated  by  policy,  customer,  line  of  business,  and 
insurance  carrier  to  aid  in  determining  profitability  of  an 
account  or  line  of  business,  for  risk  management  and  to  assist  in 
negotiating  agreements  with  insurance  carriers. 

. Office  Administration  integrates  word  processing  with  other 

modules  to  allow  information  from  the  customer  file,  policy  file, 
or  claims  file  to  be  inserted  into  form  letters  and  applications. 
An  extensive  diary  system  enables  the  agent/broker  staff  to 
record  "action  items"  for  follow-up  on  the  appropriate  dates. 

. Telemarketing  (The  Sales  Center)  is  designed  to  operate  on  an 
IBM  or  compatible  PC.  It  can  operate  as  a standalone  system  or 
it  can  be  interfaced  with  the  AIMS  system.  This  module  enables 
an  agent/broker  to  establish  a telemarketing  sales  center  within 
the  agency  to  generate  qualified  leads  for  insurance  producers. 
Through  this  module  an  agent/broker  can  track  prospects,  send 
various  mailings,  automatically  issue  follow-up  requests  to 
telemarketers,  capture  insurance  policy  expiration  dates,  and 
produce  statistics  to  enable  management  to  better  control  the 
telemarketing  effort. 

. The  Financial  Services  Organization  Insurance  Package  includes 
the  AIMS  system,  business  planning,  consulting,  and  assistance  in 
acquiring  insurance  carriers,  personnel  recruitment,  and  start-up 
management  assistance  for  new  insurance  products  to  financial 
service  organizations  that  are  interested  in  selling  insurance  to 
loan  applicants  and  existing  customers.  As  of  March  31,  1987, 
Delphi  had  four  financial  services  customers. 

The  Universal  Insurance  Workstation  (UIW),  available  with  the  AIMS 

system,  is  a workstation  that  operates  on  an  IBM  PC,  PC/XT,  or 

Delphi's  private-label,  IBM-compatible  microcomputer. 

. One  of  the  functions  of  the  UIW  is  to  act  as  a Delphi  system 
terminal.  The  UIW  can  also  access  insurance  industry  rating 
packages  (which  calculate  premium  amounts  based  on  coverage 
and  underwriting  information),  third-party  PC-based  software, 
and  public  information  networks. 

. Current  UIW  software  products  include  workstation  administra- 
tion (simultaneous  access  to  the  AIMS  system  and  PC-based 
products  via  a "Hot  Key"  feature),  spell  checking,  document 
archiving,  transfer  between  a standalone  word  processing  system 
and  the  Delphi  system,  and  transfer  of  information  produced  on 
the  Delphi  system  to  PC-based  analysis  tools  (such  as  Lotus 
1-2-3,  dBASE  III,  and  Oracle). 
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Delphi's  AIMS  modules  are  currently  available  for  Concurrent  XF500 
(supporting  16  terminals)  through  SF800  (supporting  over  150  terminals) 
systems  and  the  IBM  RT  (introduced  the  fourth  quarter  of  fiscal 
1987).  System  prices  range  from  $50,000  to  $1  million.  The  company 
also  plans  to  port  its  software  to  the  IBM  9370. 

As  of  March  31,  1987,  Delphi  had  installed  nearly  200  systems  for  I I I 
customers,  of  which  three  systems  are  based  on  the  IBM  RT. 

In  February  1987,  Delphi  contracted  with  Oracle  Systems  Corporation 
to  integrate  the  Oracle  data  base  management  system  into  the  AIMS 
system.  It  is  expected  that  first  deliveries  of  the  AIMS  system 
incorporating  the  Oracle  DBMS  will  take  place  in  early  calendar  1988. 

• Delphi's  agent-to-carrier  electronic  interface  products  permit  the 
agents/brokers  and  the  participating  insurance  carriers  to  decrease  the  cost  of 
manual  entry  of  information  concerning  new  policies,  renewals,  endorsements, 
and  inquiries  and  to  reduce  errors  and  response  time. 

Delphi  currently  provides  three  electronic  interface  products,  as 
fol  lows: 

. Interactive  Interface  enables  one  or  more  Delphi  system 

terminals  operated  by  an  agent/broker  to  communicate  inter- 
actively with  the  computer  mainframes  (typically  IBM)  of  one  or 
more  insurance  carriers.  The  agent/broker  uses  the  insurance 
carrier's  menus  and  screen  entry  formats  as  if  the  user  were 
sitting  at  a carrier-supplied  terminal. 

. IIR/ACORD  Batch  Interface,  which  is  based  on  the  industry 

IIR/ACORD  standard,  enables  an  agent/broker  to  accumulate 
and  dispatch  information  in  batches  to  the  insurance  carriers 
with  which  it  deals. 

. Company-Specific  Interface  enables  transactions  to  be  handled 
in  a similar  manner  to  the  batch  interface  in  the  case  of 
companies  which  have  not  yet  implemented  the  IIR/ACORD 
formats.  This  product  is  tailored  to  the  needs  of  particular 
insurance  companies,  and  the  participating  companies  fund  the 
development  of  the  required  transmission  formats. 

As  of  May  15,  1987,  Delphi  had  completed  installation  of  50  interactive 
interfaces,  one  IIR/ACORD  Batch  Interface,  and  two  insurance- 
carrier-specific  batch  interfaces,  providing  connections  to  a total  of  12 
insurance  carriers. 

The  company  believes  that  IIR/ACORD  Batch  Interface  will  begin  to 
account  for  a larger  proportion  of  electronic  interface  systems  after 
insurance  carriers  complete  necessary  reprogramming  of  their  informa- 
tion-entry software. 
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Delphi's  customers  for  its  electronic  interface  products  include  the 
following  property  and  casualty  insurance  carriers:  Aetna,  CIGNA, 

Chubb  & Sons,  Commercial  Union,  Crum  & Forster,  Fireman's  Fund, 
Great  American,  Island  (Hawaii),  Hartford,  Kemper,  Maryland 
Casualty,  and  Reliance. 

• In  April  1987,  a memorandum  of  understanding  was  entered  into  between 
Delphi  and  a subsidiary  of  CIGNA  Corporation.  Both  parties  agreed  to 
develop  standard  electronic  interfaces  between  Delphi  systems  installed  in 
agent/broker  offices  and  the  CIGNA  computer  system  that  will  allow  applica- 
tion and  policy  information  to  be  transferred  electronically  between  the 
agent/broker  and  CIGNA  in  a single  entry  process  known  as  "True  Interface." 

In  addition,  in  May  1987  Delphi  signed  a marketing  agreement  under 
which  CIGNA  has  agreed  to  assist  Delphi  in  its  efforts  to  market  its 
system  to  CIGNA's  key  agents/brokers.  The  marketing  agreement  is  a 
nonexclusive  arrangement,  and  CIGNA  has  entered  into  a similar 
agreement  with  one  of  Delphi's  competitors. 

Delphi  management  believes  that  its  arrangement  with  CIGNA  will 
open  up  opportunities  for  (but  not  guarantee)  sales  of  the  company's 
systems  to  these  agents/brokers.  These  agreements  with  CIGNA  do  not 
provide  for  the  company  to  derive  any  revenue  from,  or  make  any 
payments  to,  CIGNA. 

To  date,  Delphi  has  not  made  any  sales  of  its  systems  resulting  from  its 
arrangement  with  CIGNA. 

• Delphi  provides  additions  and  upgrades  to  existing  systems.  These  upgrades 
and  add-ons  consist  of  additional  software,  terminals,  and  memory  devices. 
Customers  also  upgrade  their  systems  by  adding  additional  central  processing 
units.  In  addition,  Delphi  provides  consulting  services  for  existing  customers. 

• Hardware  maintenance  is  purchased  by  Delphi  for  its  customers  from  third 
parties,  chiefly  Concurrent  and  IBM.  Administrative  cost  and  profit  is  added 
to  the  cost  of  the  services  purchased  from  these  companies  to  determine  the 
price  to  the  customer.  In  addition,  Delphi  normally  enters  into  software 
maintenance  contracts  with  its  customers. 

Delphi  provides  the  single  contact  point  for  its  customers  for  all 
questions  concerning  the  operation  of  the  hardware  and  the  software  of 
its  systems.  Unresolved  questions  or  requests  concerning  hardware  are 
referred  to  the  hardware  maintenance  supplier  for  resolution.  Queries 
on  software  are  handled  directly  by  Delphi. 

Services  are  provided  by  the  company's  Service  Desk,  which  is  available 
to  customers  seven  days  a week,  24  hours  per  day. 
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INDUSTRY  MARKETS 

• One  hundred  percent  of  Delphi's  revenue  is  derived  from  the  insurance 
industry. 

• As  of  March  31,  1987,  the  company  had  installed  in  excess  of  200  systems  to  a 
total  of  112  customers.  Most  of  these  customers  were  larger  agent/broker 
organizations  operating  nationally  or  on  an  extended  regional  basis.  With  the 
addition  of  the  system  based  on  the  IBM  RT  computer,  Delphi  is  able  to  offer 
economically  attractive  systems  for  medium-size  agent/brokers  and  intends  to 
pursue  that  market  more  vigorously  than  in  the  past. 

• Delphi's  two  largest  customers  are  Fred  S.  James  & Company,  Inc.  and  Swett 
& Crawford  Group,  Inc.  In  fiscal  years  1985,  1986,  and  1987,  Fred  S.  James  & 
Company,  Inc.  accounted  for  34%,  26%,  and  29%  of  the  company's  revenues, 
respectively.  In  fiscal  1986  and  1987,  Swett  & Crawford  Group,  Inc. 
accounted  for  1496  and  936  of  the  company's  revenues,  respectively. 

GEOGRAPHIC  MARKETS 

• One  hundred  percent  of  Delphi's  revenue  is  derived  from  the  U.S. 

• Delphi  sells  its  products  exclusively  through  its  own  sales  organization  which 
is  divided  into  two  groups:  a national  sales  organization  dedicated  to  sales  of 
the  company's  products  to  large  agents/brokers  operating  nationally  and  to 
groups  of  agents/brokers  through  their  affiliated  insurance  carriers;  the  other 
sales  group  is  dedicated  to  regional  agents/brokers. 

• Sales  representatives  are  located  in  Atlanta,  Detroit,  Saddle  Brook,  Houston, 
Seattle,  Hartford,  Memphis,  San  Francisco,  Los  Angeles,  and  New  York  City. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Delphi  has  a number  of  Concurrent  and  IBM  computers,  operating  under  UNIX, 
installed  at  its  data  center  in  Westlake  Village  for  product  development  and 
customer  support. 


8 of  8 
July  1987 


©1987  by  INPUT.  Reproduction  Prohibited 


INPUT 


INPUT 


Vendor  Profile 


A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


May  1996 


Delta  Consulting  Group,  Inc. 


Chairman:  David  A.  Nadler 

1177  Avenue  of  the  Americas 
New  York,  NY  10036 
Phone:  (212)403-7500 

Fax:  (212)221-5882 

E-mail:  change@deltacg.com 


JL 


DELTA 

CONSULTING 
GROUP  inc. 


Status:  Private 

Employees:  60 

Revenue:  $20,000,000* 

Fiscal  Year  End:  12/31/95 

* INPUT  estimate 


Key  Points 

• Founded  in  1980,  Delta  Consulting  Group 
specializes  in  helping  CEOs  and  senior-level 
executives  manage  fundamental 
organizational  change.  Delta’s  role  may  be 
that  of  a counselor,  facilitator,  or  coach, 
depending  on  the  needs  of  the  organization 
and  senior  management. 

• Delta  Consulting  Group  serves  a relatively 
small  number  of  clients,  with  whom  it  forms 
strong,  long-lasting  relationships.  Work 


with  a client  typically  begins  with  one 
engagement,  which  evolves  into  a longer 
term  core  relationship. 

Company  Description 

Delta  Consulting  Group  provides  executive 
management  consulting  services.  These 
services  include  an  analysis  of  the  client 
company’s  vision,  mission  and  strategy, 
management  structure,  culture,  technology, 
and  work  processes.  There  may  be  an 
information  technology  component  to  the 
consulting  assignment,  but  the  emphasis  is  on 
the  structure  of  the  corporate  organization. 

Delta’s  approach  to  management  change 
combines  two  perspectives:  organizations  in 
strategic  terms  as  economic  enterprises  and 
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organizations  as  complex  systems  of  human 
behavior. 

Organization  and  Structure 

Delta  Consulting  Group  has  offices  in  New 
York  (NY)  and  San  Francisco  (CA)  from  which 
it  conducts  consulting  assignments.  The  core 
consulting  staff  of  full-time  consultants  is 
responsible  for  the  sales  and  marketing  of 
services  as  well  as  for  performing  the 
consulting  assignments.  Assignments  are 
usually  completed  on  site  with  senior 
management. 

Company  Strategy 

Delta  sees  its  staff  as  being  the  paramount 
resource.  It  has  built  a team  of  highly 
experienced  senior  consultants  who  combine 
academic  backgrounds  in  management  and 
the  behavioral  sciences  with  operating 
management  and  consulting  experience. 

Many  of  these  consultants  hold  Ph.D.  degrees 
and  have  counseled  senior  management  for 
ten  or  more  years. 

Financials 

Delta  is  a private  firm,  with  INPUT  estimated 
revenue  of  $20.0  million  in  1995.  It  appears  to 
have  had  steady  growth  since  its  beginning  in 
1980. 

Revenue  Analysis  by  Product  / Service 

Delta  Consulting  derives  the  majority  of  its 
revenue  from  consulting  services  and  a small 
amount  from  the  sale  of  publications  that 
support  its  consulting  activities. 

Market  Financials 

Delta  Consulting  Group  targets  a range  of 
industry  groups,  including  financial  services, 
information  technology  and  communications, 
health  care,  and  consumer  products. 


Geographic  Markets 

The  majority  of  Delta’s  clients  are  in  the  U.S. 
and  Canada. 

Employees 

Delta  Consulting  Group  employees  are 
organized  into  three  groups: 

• The  core  consulting  staff  is  29  full-time 
Delta  consultants. 

• A staff  of  five  consulting  affiliates  work  on  a 
part-time  basis,  in  a continuing  relationship 
with  Delta. 

• A team  of  31  provides  operational  support  to 
the  consultants. 

The  company  currently  has  60  employees. 

Key  Products  and  Services 

Delta  Consulting  Group’s  key  service  to  clients 
is  its  collaborative  approach  to  design  and 
implementation  of  changes  in  the  core 
structure  of  the  client’s  organization.  Its 
methodology  includes  the  following 
components: 

Diagnosis 

Delta  begins  every  consulting  assignment  by 
performing  an  independent  assessment  of  the 
client  organization.  In  assessing  the 
organization,  it  uses  interviews,  observations, 
and  surveys.  It  then  works  with  the  client  to 
identify  the  key  issues  and  develop  an 
effective  response. 

Customized  Intervention 

Based  on  its  independent  assessment  of  the 
organization  and  identification  of  key  issues, 
Delta  develops  an  effective  plan  customized  to 
the  client’s  unique  circumstances, 
opportunities,  style,  and  requirements. 
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Implementation 

Delta  works  extensively  with  the  client  to 
translate  concepts  into  an  implementation 
plan.  Implementation  includes  managing  the 
human  and  social  dynamics  of  any  new 
strategy,  structure,  or  approach. 

An  Independent  Viewpoint 

At  any  one  point,  Delta  staff  is  working  with 
several  different  client  organizations.  This 
helps  staff  members  retain  their  objectivity. 
The  stronger  their  sense  of  independence,  the 
greater  the  capacity  to  raise  tough, 
challenging  questions. 

Cross-organizational  Insights 

While  preserving  the  confidentiality  of 
proprietary  client  information,  Delta 
consultants  share  the  broad  outlines  of  their 
experience  with  one  another.  They  bring  to 
each  client  relationship  a wealth  of  knowledge 
about  other  enterprises  that  have  undertaken 
major  programs  of  change. 

In  addition  to  consulting  service,  Delta  has 
also  developed  and  produced  a wide  range  of 
materials  for  use  in  organizations  in  support 
of  the  consulting  activities.  Many  of  these 
publications  are  used  in  the  consulting 
services  and  help  to  transfer  technology  to  the 
client  organization.  The  various  series  of 
materials  include: 

• Organizational  Analysis  Series 

• Organizational  Change  Series 

• Organizational  Design  Series 

• Organizational  Culture  Series 

• Group  Effectiveness  Series 

• Motivation  & Performance  Series 

• Organizational  Consultation  Series 

• Strategy  & Organization  Series 


Clients 

Delta’s  clients  are  senior-level  general 
managers  who  need  to  initiate  significant 
changes  in  strategy,  culture,  or  organizational 
structure.  They  are  typically  from  large  and 
complex  organizations  with  operations  in  the 
U.S.  and  abroad.  The  firm  has  worked  in  a 
variety  of  environments  and  over  a range  of 
industries. 

A partial  list  of  clients  includes: 

Allied-Signal  Inc. 

American  Express  Company 
AT&T  Corp. 

Blue  Cross  and  Blue  Shield  of  Florida, 

Inc. 

Bristol-Myers  Squibb  Company 
Citicorp 

Chemical  Banking  Corporation 

Coming  Incorporated 

Eli  Lilly  and  Company 

Fireman’s  Fund  Insurance  Company 

Ford  Motor  Company 

Joseph  E.  Seagram  & Sons,  Inc. 

Kaiser  Permanente 
KPMG  Peat  Marwick  L.L.P. 

Lever  Brothers  Company 
Lockheed  Martin  Corporation 
Manor  Care,  Inc. 

Methodist  Hospital  of  Indiana,  Inc. 

Sun  Microsystems,  Inc. 

Pacific  Telesis  Group 
US  WEST 

Weyerhauser  Company 
Xerox  Corporation 

Marketing  and  Sales 

The  full-time  consultants  on  staff  at  Delta 
Consulting  are  responsible  for  the  initiation  of 
relationships  with  clients  and  are  the  main 
contacts  between  Delta  Consulting  and  client 
organizations. 


Delta  Consulting  Group,  Inc. 
May  1996 
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Competition 

Delta  faces  competition  from  other  consulting 
firms  that  offer  strategic  management 
consulting  services,  such  as  Andersen 
Consulting,  Deloitte  & Touche,  Price 
Waterhouse,  Arthur  D.  Little,  and  KPMG  Peat 
Marwick. 

INPUT  Assessment 

Delta  Consulting  Group  has  a very  impressive 
record  of  having  long-term  relationships  and 


assignments  with  many  of  the  largest  firms  in 
the  U.S.  and  Fortune  500  companies.  It  has 
been  quite  successful  since  its  beginning  in 
1980. 

Many  other  firms  are  in  the  same  area  of 
strategic  management  consulting,  but  Delta 
appears  to  have  an  edge  in  the  strategic 
corporate  reorganization  niche  of  major 
manufacturing  companies. 
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DELUXE  DATA  SYSTEMS,  INC. 

400  West  Deluxe  Parkway 
P.O.Box  12536 
Milwaukee,  Wl  53212-0536 
Phone:  (414)963-5000 

Fax:  (414)963-5099 


President: 

Parent: 

Status: 

Total  Employees: 
Parent  Revenues: 
Revenue: 

Fiscal  Year  End: 


Alan  G.  Brown 
Deluxe  Corporation 
Subsidiary 
750 

$1,530,000,000 
$79,050,000* * 
12/31/92 
*INPUT  estimate 


Key  Points 


• Deluxe  Data  Systems  is  one  of  the  financial  industry's  largest  third- 
party  processors. 

• The  company  has  positioned  itself  to  offer  support  to  financial 
institutions  by  reducing  the  relative  cost  of  increasing  levels  of 
automation  by  offering  EFT/POS  outsourcing  services. 

• In  1992,  Deluxe  Data  Systems  revenue  grew  5.4%. 

• The  acquisition  of  ACH  Systems  in  1990  enhanced  Deluxe  Data 
Systems'  service  offerings,  allowing  Deluxe  Data  to  participate  in  the 
growing  private  ACH  services  market.  Deluxe  has  estimated  a 25% 
increase  in  commercial  automated  clearing  house  (ACH)  payments. 

• Deluxe  Data  Systems  has  landed  a key  debit  card  processing 
contract  from  MAESTRO,  MasterCard's  national  debit  network; 
however,  the  success  of  that  market  is  as  yet  uncertain. 

• Deluxe  Data  has  recently  landed  two  important  new  contracts  in  the 
electronic  benefits  transfer  (EBT)  market,  one  for  the  state  of  New 
York  and  the  other  for  the  state  of  Maryland. 

• In  1992,  Deluxe  Data’s  revenues  from  EBT,  ACH,  and  POS  doubled, 
although  the  revenues  were  a relatively  small  portion  of  total  sales. 
This  revenue  trend  indicates  an  important  strategic  direction  for 
Deluxe  Data. 


April  1993 
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Company 

Description 


Company 

History 


Deluxe  Data  Systems,  Inc.  primarily  provides  electronic  funds  transfer 
(EFT)  processing,  network  services,  applications  software  products,  and 
associated  support  services  to  financial  institutions,  shared  EFT 
network  providers,  and  retailers. 

Although  processing  automated  teller  machine  (ATM)  transactions 
remains  its  largest  business,  Deluxe  Data  Systems  recently  has 
expanded  into  newer,  growing  electronic  markets,  such  as  electronic 
benefits  transfer  (EBT),  retail  point-of-sale  (POS),  and  automated 
clearing  house  (ACH)  transaction  processing. 


Deluxe  Data  Systems  was  formed  in  1961.  The  company  moved  into 
EFT  data  processing  in  1977  when  it  began  providing  services  to  the 
TYME  is  MoneyR  network,  the  first  statewide  shared  EFT  network  in 
the  United  States. 

Now,  with  more  than  500  clients  worldwide,  Deluxe  Data  Systems  has 
grown  to  be  an  acknowledged  leader  in  EFT  processing  and  software. 

Deluxe  Data  Systems  currently  operates  as  part  of  the  Payment  Systems 
Division  of  the  Deluxe  Corporation  of  St.  Paul  (MN).  Deluxe 
Corporation  is  a $1.53  billion  company  with  over  17,500  employees  that 
operates  businesses  in  the  following  areas: 

• Deluxe  Business  Systems  manufactures  and  supplies  checks,  forms, 
recordkeeping  systems,  and  related  office  products. 

• Deluxe  Data  Systems  provides  EFT  and  transaction  processing 
services  and  software  for  regional  ATM  networks.  Deluxe  Data 
Systems  is  also  involved  in  electronic  benefit  transfer,  retail  point-of- 
sale,  and  automated  clearinghouse  services. 

• Current,  Inc.  is  the  nation's  largest  direct-mail  marketer  of  consumer 
specialty  products. 

• Deluxe  Check  Printers  is  the  nation's  largest  check  printer. 

• ChexSystems  provides  an  account  verification  service  for  financial 
institutions 

• Electronic  Transaction  Corporation  is  a Deluxe  subsidiary  that 
operates  a check  authorization  service  for  retailers. 
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Financials 


Acquisitions 


Major  Alliances 


Employees 


INPUT  estimates  that  Deluxe  Data  Systems'  1992  revenue  (net  of 
interest  expenses)  was  approximately  $79  million,  a 5.4%  increase  from 
estimated  1991  revenue  of  $75  million. 


To  take  advantage  of  automated  clearing  house  (ACH)  processing 
opportunities,  Deluxe  Data  Systems  acquired  ACH  Systems,  Inc.  of 
Phoenix  (AZ)  in  July  1990. 

• ACH  Systems  was  formed  to  develop  and  market  ACH-based 
products  and  services.  The  company  jointly  developed  a PC-based 
product  with  the  Arizona  Clearing  House  Association  (ACHA). 

• With  the  acquisition,  ACHA  became  Deluxe  Data  Systems'  first 
ACH  client. 

• ACH  Systems  now  operates  as  a division  of  Deluxe  Data  called 
ACH  Services.  Norwest  Bank  Minnesota,  Star  Systems,  and  Firstar 
and  First  Wisconsin  are  also  working  with  Deluxe  Data  to  bring 
ACH  services  to  its  clients. 


In  1991,  NCR  and  Deluxe  Data  Systems  signed  a cooperative 
development  agreement  under  which  NCR  will  work  with  Deluxe  to 
provide  software  supporting  NCR's  automated  teller  machines. 
Additionally,  NCR  and  Deluxe  agreed  to  share  technical  information 
and  cooperate  to  create  future  products. 

Deluxe  also  has  an  agreement  with  IBM  to  market  Deluxe's  Connex 
software. 


As  of  April  1993,  Deluxe  Data  Systems  had  approximately  750 
employees,  segmented  as  follows: 


Marketing 

20 

Customer  support 

190 

Research  and  development 

180 

Computer  operations 

270 

General  and  administrative 

90 

750 

April  1993 
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Competitors 


Key  Products  and 
Services 


Deluxe  Data  Systems'  competitors  fall  into  two  categories-companies 
offering  transaction  processing  software  to  the  banking  and  finance 
industry  and  companies  offering  processing  and  transaction  services. 

• Service  competitors  include  FIserv,  Systematics,  EDS,  Mellon 
Information  Services,  M&I  Data  Services,  Inc.,  and  Midwest 
Payment  Systems. 

• Software  competitors  include  ACI,  and  SDM. 


INPUT  estimates  that  approximately  70%  of  Deluxe  Data  Systems' 
revenue  is  derived  from  processing  services,  10%  from  applications 
software  products,  and  20%  from  network  services. 

Deluxe  EFT  Services: 

Deluxe  EFT  processing  services  and  ConnexR  applications  software 
products  are  available  to  service-oriented  banks,  savings  and  loans, 
credit  card  merchant  banks,  credit  unions,  and  EFT  networks. 

• Functions  provided  include  the  following: 

- Terminal  driving  and  24-hour  monitoring  of  automated  teller 
machines  (ATMs)  and  point-of-sale  (POS)  devices 

- Links  to  multiple  hosts  for  on-line  authorizations,  plus  links  to 
regional  and  national  networks 

- Links  to  credit  card  companies  for  retail  programs 

- Transaction  authorization  using  files  on  the  Connex  system 

- Detailed  settlement  and  activity  reports  by  terminal,  institution, 
and  network,  plus  fee  billing  and  related  off-line  functions 

- Optional  card  management  services 

Connex  software  runs  on  IBM  4381  or  larger  mainframes  and 
compatible  systems  under  MVS/XA  operating  systems  and  on  Tandem 
NonStop  II,  TXP,  EXT,  CLX,  VEX,  Cyclone  and  Cyclone  R computers 
under  the  GUARDIAN  operating  system. 

Deluxe  EDGE  is  a complete  electronic  payment  service  for  retailers. 

• Retailers'  customers  have  expanded  payment  options,  including 
conventional  checks,  ACH  electronic  checks,  ATM  debit  cards,  and 
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credit  cards.  Deluxe  Data  Systems  routes  electronic  payments  for 
authorization. 

• Support  services  for  the  Deluxe  EDGE  program  include  project 
management,  training,  account  management,  and  a 24-hour  help 
desk. 

Recent  EFT  contracts  include  the  following: 

• In  July  1991  the  Bank  of  Scotland  installed  Connex  EFT  software, 
which  it  is  using  for  its  ATM  interchange  network  and  connections  to 
the  SWITCH  POS  network  for  transaction  authorizations  as  an 
issuer  and  as  an  acquirer  of  merchant  transactions. 

• During  1991,  Southeast  Switch,  owner  and  operator  of  the  HONORR 
network,  signed  a five-year  contract  renewal  for  Deluxe  Data 
Systems'  gateway  processing  services.  The  agreement  offers 
HONOR  cardholders  access  to  a host  of  regional  and  national 
networks.  Southeast  Switch  also  uses  Connex  software  to  process 
transactions  for  the  HONOR  network  at  its  Maitland  (FL)  data 
center. 

• In  1991,  Scrivner,  Inc.,  the  nation's  third  largest  grocery  wholesaler, 
announced  it  would  exclusively  offer  the  Deluxe  EDGE  for  use  in  its 
company  stores  and  more  than  4,000  affiliated  retail  grocers  in  31 
states  in  the  Midwest  and  East  Coast. 

• In  1992,  Deluxe  will  begin  processing  interregional  transactions  for 
Mastercard's  new  debit  card,  Maestro.  Deluxe  Data  Systems  also 
processes  transactions  for  a unique  system  that  allows  15  of 
California's  largest  credit  unions  to  share  branch  facilities. 

There  are  currently  over  57  Connex  software  clients  and  373  Deluxe 

EFT  Services  processing  clients. 

Deluxe  EBT  Services: 

Deluxe  offers  a full  range  of  electronic  benefits  transfer  services  to 

government  agencies.  These  services  include: 

• Assistance  in  meeting  all  federal  requirements 

• Retailer  participation 

• Card  issuance 

• EFT  network  interfaces 

In  1991,  the  Maryland  Department  of  Human  Resources  entered  into  a 

six-year  contract  with  Deluxe  Data  Systems  for  EBT  services. 
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■ By  September  1992,  Deluxe  will  support  a card  base  of  300,000 
Maryland  recipients  of  cash  assistance,  food  stamps,  and  child 
support  payments  and  9,000  retail  POS  terminals  at  more  than  3,500 
merchant  locations. 

• Internet,  operator  of  the  MOST  network,  will  play  a major  role  in 
providing  ATM  and  POS  terminal  access. 

During  1991,  Deluxe  Data  Systems  was  also  awarded  a contract  by  the 
New  York  State  Department  of  Social  Service  to  operate  its  Electronic 
Medicaid  Eligibility  Verification  System  through  October  1996.  This 
system  will  process  40  million  transactions  a year  and  support  2.2 
million  Medicaid  recipients  through  15,000  New  York  health  care 
locations. 

Deluxe  ACH  Services: 

Deluxe  Access™  is  Deluxe  Data  Systems'  family  of  ACH  processing 
services  designed  to  help  financial  institutions  meet  the  Federal 
Reserve  mandate  for  an  all-electronic  ACH. 

• Deluxe  Access  receives  bulk  files  from  the  federal  reserve  and 
delivers  them  via  fax  or  midrange  PC. 

• Additionally,  Deluxe  Access  offers  improved  ACH  operating 
capabilities  to  larger  financial  institutions.  These  services  include: 

- ACH  file  organization 

- ACH  file  distribution 

- User-controlled  security  updates 

- Electronic  delivery  of  report  files 

- Automatic  upgrade  facility 

- Previous  distribution  file  review/remake 

Industry  Markets 

Deluxe  Data  Systems'  revenue  is  derived  primarily  from  the  banking 
and  finance  industry  and  shared  network  providers.  The  company  also 
derives  revenue  from  the  retail  industry  and  from  state  government 
agencies. 

Six  of  the  ten  largest  shared  EFT  networks  in  the  U.S.  are  Deluxe  Data 
Systems'  clients. 

Geographic 

Markets 

Approximately  80%  of  Deluxe  Data  Systems  revenue  is  derived  from 
the  U.S.  and  20%  from  international  sources. 
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Computer 

Hardware 


U.S.  marketing  and  sales  operations  are  centralized  at  the  company's 
headquarters. 

Connex  software  is  marketed  by  Connex  Europe  in  the  U.K.  and 
Europe  and  by  Information  Sciences  Pte  Ltd.  in  Singapore.  IBM 
Australia  and  IBM  Canada  market  Connex  Software  in  their  respective 
countries. 


Deluxe  Data  Systems  has  two  data  centers  equipped  with  IBM  and 
Tandem  computers. 
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DELUXE  DATA  SYSTEMS,  INC. 

400  West  Deluxe  Parkway 
P.O.  Box  12536 
Milwaukee,  Wl  53212-0536 
(414)  963-5000 


President: 

Parent: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Deluxe  Corporation 
750 


Alan  G.  Brown 


$75,000,000* * 


12/31/91 


*INPUT  estimate 


Key  Points 


• Deluxe  Data  Systems  is  one  of  the  financial  industry's  largest  third- 
party  processors. 

■ The  company  has  positioned  itself  to  offer  support  to  financial 
institutions  by  reducing  the  relative  cost  of  increasing  levels  of 
automation  by  offering  EFT/POS  outsourcing  services. 

• Despite  a weakened  economy,  Deluxe  Data  Systems  revenues  are 
expected  to  grow  at  10%  to  15%  a year. 

• The  acquisition  of  ACH  Systems  in  1990  enhanced  Deluxe  Data 
Systems'  service  offerings,  allowing  Deluxe  Data  to  participate  in  the 
growing  private  ACH  services  market.  Deluxe  has  estimated  a 25% 
increase  in  commercial  automated  clearing  house  (ACH)  payments. 

• Deluxe  Data  Systems  has  landed  a key  debit  card  processing 
contract  from  VISA;  however,  the  success  of  that  market  is  as  yet 
uncertain. 

• Deluxe  Data  has  recently  landed  two  important  new  contracts  in  the 
electronic  benefits  transfer  (EBT)  market,  one  for  the  state  of  New 
York  and  the  other  for  the  state  of  Maryland. 


September  1992 
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Company 

Description 

Deluxe  Data  Systems,  Inc.  primarily  provides  electronic  funds  transfer 
(EFT)  processing,  network  services,  applications  software  products,  and 
associated  support  services  to  financial  institutions,  shared  EFT 
network  providers,  and  retailers. 

Although  processing  automated  teller  machine  (ATM)  transactions 
remains  its  largest  business,  Deluxe  Data  Systems  recently  has 
expanded  into  newer,  growing  electronic  markets,  such  as  electronic 
benefits  transfer  (EBT),  retail  point-of-sale  (POS),  and  automated 
clearing  house  (ACH)  transaction  processing. 

Company 

History 

Deluxe  Data  Systems  was  formed  in  1961  as  A.O.  Smith  Data  Systems, 
Inc.,  a subsidiary  of  A.O.  Smith  Corporation,  to  provide  computer 
services  to  its  parent  company. 

• In  1977,  it  expanded  its  offerings  to  include  EFT  software  and 
processing  services  to  the  banking  and  finance,  and  retail  industries. 

• In  December  1986,  A.O.  Smith  sold  the  EFT  software  and 
processing  business  of  A.O.  Smith  Data  Systems  to  Deluxe 
Corporation  for  approximately  $71.5  million.  Subsequent  to  the 
acquisition,  the  company  was  renamed  Deluxe  Data  Systems. 

Deluxe  Data  Systems  currently  operates  as  part  of  the  Payment  Systems 
Division  of  the  Deluxe  Corporation  of  St.  Paul  (MN).  Deluxe 
Corporation  is  a $1.47  billion  company  with  over  17,500  employees  that 
operates  in  two  business  segments: 

» 

• Payment  Systems/Business  Systems  manufactures  and  supplies 
checks,  forms,  recordkeeping  systems,  and  related  office  products 
and  provides  EFT  and  account  verification  services. 

• Consumer  Specialty  Products  manufactures  and  distributes  greeting 
cards,  stationery,  and  other  products  for  households. 

Financials 

INPUT  estimates  that  Deluxe  Data  Systems'  1991  revenue  (net  of 
interest  expenses)  was  approximately  $75  million,  a 12%  increase  from 
estimated  1990  revenue  of  $62.5  million. 

Acquisitions 

To  take  advantage  of  automated  clearing  house  (ACH)  processing 
opportunities,  Deluxe  Data  Systems  acquired  ACH  Systems,  Inc.  of 
Phoenix  (AZ)  in  July  1990. 
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Major  Alliances 


Employees 


Competitors 


• ACH  Systems  was  formed  to  develop  and  market  ACH-based 
products  and  services.  The  company  jointly  developed  a PC-based 
product  with  the  Arizona  Clearing  House  Association  (ACHA). 

• With  the  acquisition,  ACHA  became  Deluxe  Data  Systems'  first 
ACH  client. 

• ACH  Systems  now  operates  as  a division  of  Deluxe  Data  called 
ACH  Services.  Norwest  Bank  Minnesota,  Star  Systems,  and  Firstar 
and  First  Wisconsin  are  also  working  with  Deluxe  Data  to  bring 
ACH  services  to  its  clients. 


In  1991,  NCR  and  Deluxe  Data  Systems  signed  a cooperative 
development  agreement  under  which  NCR  will  work  with  Deluxe  to 
provide  support  for  NCR's  automated  teller  machines.  Additionally, 
NCR  and  Deluxe  agreed  to  share  technical  information  and  cooperate 
to  create  future  products. 

Deluxe  also  has  an  agreement  with  IBM  to  market  Deluxe's  Connex 
software. 


As  of  March  1992,  Deluxe  Data  Systems  had  approximately  750 
employees,  segmented  as  follows: 


Marketing 

20 

Customer  support 

190 

Research  and  development 

180 

Computer  operations 

270 

General  and  administrative 

90 

750 

Deluxe  Data  Systems'  competitors  fall  into  two  categories— companies 
offering  transaction  processing  software  to  the  banking  and  finance 
industry  and  companies  offering  processing  and  transaction  services. 

• Service  competitors  include  FIserv,  Systematics,  EDS,  Mellon 
Information  Services,  M&I  Data  Services,  Inc.,  and  Midwest 
Payment  Systems. 

• Software  competitors  include  Hogan  Systems,  M&I  Data  Services, 
ACI,  and  SDM. 
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Key  Products  and 
Services 


INPUT  estimates  that  approximately  70%  of  Deluxe  Data  Systems’ 
revenue  is  derived  from  processing  services,  10%  from  applications 
software  products,  and  20%  from  network  services. 

Deluxe  EFT  Services: 

Deluxe  EFT  processing  services  and  ConnexR  applications  software 
products  are  available  to  service-oriented  banks,  savings  and  loans, 
credit  card  merchant  banks,  credit  unions,  and  EFT  networks. 

• Functions  provided  include  the  following: 

- Terminal  driving  and  24-hour  monitoring  of  automated  teller 
machines  (ATMs)  and  point-of-sale  (POS)  devices 

- Links  to  multiple  hosts  for  on-line  authorizations,  plus  links  to 
regional  and  national  networks 

- Links  to  credit  card  companies  for  retail  programs 

- Transaction  authorization  using  files  on  the  Connex  system 

- Detailed  settlement  and  activity  reports  by  terminal,  institution, 
and  network,  plus  fee  billing  and  related  off-line  functions 

- Optional  card  management  services 

Connex  software  runs  on  IBM  4381  or  larger  mainframes  and 
compatible  systems  under  MVS/XA  operating  systems  and  on  Tandem 
NonStop  II,  TXP,  EXT,  CLX,  VLX,  Cyclone  and  Cyclone  R computers 
under  the  GUARDIAN  operating  system. 

Deluxe  EDGE  is  a complete  electronic  payment  service  for  retailers. 

• Retailers'  customers  have  expanded  payment  options,  including 
conventional  checks,  ACH  electronic  checks,  ATM  debit  cards,  and 
credit  cards.  Deluxe  Data  Systems  routes  electronic  payments  for 
authorization. 

• Support  services  for  the  Deluxe  EDGE  program  include  project 
management,  training,  account  management,  and  a 24-hour  help 
desk. 

Recent  EFT  contracts  include  the  following: 

• In  July  1991  the  Bank  of  Scotland  installed  Connex  EFT  software, 
which  it  is  using  for  its  ATM  interchange  network  and  connections  to 
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the  SWITCH  POS  network  for  transaction  authorizations  as  an 
issuer  and  as  an  acquirer  of  merchant  transactions. 

• During  1991,  Southeast  Switch,  owner  and  operator  of  the  HONORR 
network,  signed  a five-year  contract  renewal  for  Deluxe  Data 
Systems'  gateway  processing  services.  The  agreement  offers 
HONOR  cardholders  access  to  a host  of  regional  and  national 
networks.  Southeast  Switch  also  uses  Connex  software  to  process 
transactions  for  the  HONOR  network  at  its  Maitland  (FL)  data 
center. 

• In  1991,  Scrivner,  Inc.,  the  nation's  third  largest  grocery  wholesaler, 
announced  it  would  exclusively  offer  the  Deluxe  EDGE  for  use  in  its 
company  stores  and  more  than  4,000  affiliated  retail  grocers  in  31 
states  in  the  Midwest  and  East  Coast. 

• In  1992,  Deluxe  will  begin  processing  interregional  transactions  for 
Mastercard's  new  debit  card,  Maestro.  Deluxe  Data  Systems  also 
processes  transactions  for  a unique  system  that  allows  15  of 
California's  largest  credit  unions  to  share  branch  facilities. 

There  are  currently  over  57  Connex  software  clients  and  373  Deluxe 
EFT  Services  processing  clients. 

Deluxe  EBT  Services: 

Deluxe  offers  a full  range  of  electronic  benefits  transfer  services  to 
government  agencies.  These  services  include: 

• Assistance  in  meeting  all  federal  requirements 

• Retailer  participation 

• Card  issuance 

• EFT  network  interfaces 

In  1991,  the  Maryland  Department  of  Human  Resources  entered  into  a 
six-year  contract  with  Deluxe  Data  Systems  for  EBT  services. 

• By  September  1992,  Deluxe  will  support  a card  base  of  300,000 
Maryland  recipients  of  cash  assistance,  food  stamps,  and  child 
support  payments  and  9,000  retail  POS  terminals  at  more  than  3,500 
merchant  locations. 

• Internet,  operator  of  the  MOST  network,  will  play  a major  role  in 
providing  ATM  and  POS  terminal  access. 

During  1991,  Deluxe  Data  Systems  was  also  awarded  a contract  by  the 
New  York  State  Department  of  Social  Service  to  operate  its  Electronic 
Medicaid  Eligibility  Verification  System  through  October  1996.  This 
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system  will  process  40  million  transactions  a year  and  support  2.2 
million  Medicaid  recipients  through  15,000  New  York  health  care 
locations. 

Deluxe  ACH  Services: 

Deluxe  Access™  is  Deluxe  Data  Systems'  family  of  ACH  processing 
services  designed  to  help  financial  institutions  meet  the  Federal 
Reserve  mandate  for  an  all-electronic  ACH. 

• Deluxe  Access  receives  bulk  files  from  the  federal  reserve  and 
delivers  them  via  fax  or  midrange  PC. 

• Additionally,  Deluxe  Access  offers  improved  ACH  operating 
capabilities  to  larger  financial  institutions.  These  services  include: 

- ACH  file  organization 

- ACH  file  distribution 

- User-controlled  security  updates 

- Electronic  delivery  of  report  files 

- Automatic  upgrade  facility 

- Previous  distribution  file  review/remake 

Industry  Markets 

Deluxe  Data  Systems'  revenue  is  derived  primarily  from  the  banking 
and  finance  industry  and  shared  network  providers.  The  company  also 
derives  revenue  from  the  retail  industry  and  from  state  government 
agencies. 

Six  of  the  ten  largest  shared  EFT  networks  in  the  U.S.  are  Deluxe  Data 
Systems'  clients. 

Geographic 

Markets 

Approximately  80%  of  Deluxe  Data  Systems  revenue  is  derived  from 
the  U.S.  and  20%  from  international  sources. 

U.S.  marketing  and  sales  operations  are  centralized  at  the  company's 
headquarters. 

Connex  software  is  marketed  by  Connex  Europe  in  the  U.K.  and 
Europe  and  by  Information  Sciences  Pte  Ltd.  in  Singapore.  IBM 
Australia  and  IBM  Canada  market  Connex  Software  in  their  respective 
countries. 

Computer 

Hardware 

Deluxe  Data  Systems  has  two  data  centers  equipped  with  IBM  and 
Tandem  computers. 
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DELUXE  DATA  SYSTEMS,  INC.  Alan  G.  Brown,  President 
(formerly  A.O.  Smith  Data  Systems,  Inc.)  Subsidiary  of  Deluxe  Corporation 
8901  North  Kildeer  Court  Total  Employees:  410* 

Brown  Deer,  Wl  53209  Total  Revenue,  Fiscal  Year  End 


(414)  357-2700 

12/31/88:  $35,000,000* 

* INPUT  estimate 

The  Company 

Deluxe  Data  Systems,  Inc.  provides  electronic  funds  transfer 
(EFT)  processing  and  network  services,  software  products,  and 
associated  support  services  to  financial  institutions,  shared  EFT 
network  providers,  and  retailers. 

• Deluxe  Data  Systems  was  formed  in  1961  as  A.O.  Smith  Data 
Systems,  Inc.,  a subsidiary  of  A.O.  Smith  Corporation. 

• A.O.  Smith  Data  Systems  was  formed  to  provide  computer- 
aided  engineering  (CAE)  software  and  consulting  services  to 
the  manufacturing  industry,  and  processing  support  to  its  parent 
company.  In  1977  it  expanded  its  offerings  to  include  EFT 
software  and  processing  services  to  the  banking  and  finance, 
and  retail  industries. 

• In  December  1986,  A.O.  Smith  sold  the  EFT  software  and 
processing  business  of  A.O.  Smith  Data  Systems  to  Deluxe 
Corporation  for  approximately  $71.5  million.  Subsequent  to 
the  acquisition,  the  company  was  renamed  Deluxe  Data 
Systems. 

Key  Products  and 
Services 

One  hundred  percent  of  Deluxe  Data  Systems'  revenue  is  derived 
from  its  Deluxe  EFT  Services  processing  services,  Connex™ 
application  software  products,  and  associated  support  services. 

Connex  software  and  Deluxe  EFT  Services  are  available  to 
service-oriented  banks,  savings  and  loans,  credit  card  merchant 
banks,  credit  unions,  and  EFT  networks. 

• Functions  provided  include  the  following: 

- Terminal  driving  and  24-hour  monitoring  of  automated  teller 
machines  (ATMs)  and  point-of-sale  (POS)  devices 
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Industry  Markets 


- Links  to  multiple  hosts  for  on-line  authorizations,  plus  links 
to  regional  and  national  networks 

- Links  to  credit  card  companies  for  retail  programs 

- Transaction  authorization  using  files  on  the  Connex  system 

- Detailed  settlement  and  activity  reports  by  terminal, 
institution,  and  network,  plus  fee  billing  and  related  off-line 
functions 

• Connex  software  runs  on  IBM  4381  or  larger  mainframes  and 
compatible  systems  under  MVS/XA  operating  systems  and  on 
Tandem  NonStop  II,  TXP,  EXT,  CLX,  and  VLX  computers 
under  the  GUARDIAN  operating  system 

Deluxe  EFT  Services  for  Retailers,  introduced  in  1987,  is  a 
complete  operational  automated  payment  program  based  on 
Connex  software  that  provides  terminal  support  and  monitoring,  a 
24-hour  help  desk,  as  well  as  links  for  authorization  or  Connex- 
based  authorization.  In  addition,  clients  receive  real-time  network 
information  and  off-line  reports. 

• Features  include: 

- A card-base  program  with  options  for  an  automated  (store) 
courtesy  card,  store  debit  card,  and  bank/network  cards 

- Customized  selection  and  installation  of  POS  terminals 

- Authorization  and  linking  services,  combining  support  for 
debit  and  credit  POS  transactions 

- Multistore  data  base  and  settlement  services 

- Training  and  consulting. 

• In  February  1988,  Deluxe  Data  Systems  announced  it  had 
implemented  these  services  for  Dierbergs  Markets,  a 12-store 
independent  supermarket  chain  in  St.  Louis  (MO). 

There  are  currently  over  34  Connex  software  clients  and  25 
Deluxe  EFT  Services  processing  clients. 


Deluxe  Data  Systems'  revenue  is  derived  primarily  from  the 
banking  and  finance  industry  and  shared  network  providers.  The 
company  also  derives  revenue  from  the  retail  industry. 
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Geographic 

Markets 


Computer 
Hardware  and 
Software 


Seven  of  the  ten  largest  shared  EFT  networks  in  the  U.S.  are 
Deluxe  Data  Systems'  clients. 

In  July  1988,  Deluxe  Data  Systems  announced  that  it  would  be 
aggressively  marketing  EFT  processing  services  to  midsized 
financial  institutions,  including  banks,  thrifts,  and  credit  unions. 


U.S.  marketing  and  sales  operations  are  centralized  at  the 
company's  headquarters. 

Connex  software  is  marketed  by  SD-Scicon  in  the  U.K.  and  by  GFI 
in  France. 


Deluxe  Data  Systems'  data  center  in  Milwaukee  has  IBM 
mainframes  and  Tandem  systems  installed  in  support  of  its 
processing  and  software  clients. 


December  1988 


Copyright  1988  by  INPUT.  Reproduction  Prohibited 


Page  3 of  3 


COMPANY  BRIEF 


Cross  Industry:  Planning  and  Analysis 


Desk  Top  Financial  Solutions,  Inc. 

407  Main  Street 
Spotswood,  NJ  08884 
(201)  251-7191 

CEO:  Paul  Tava,  President 
Public  Company,  OTC 
Founded:  1979 

Employees:  7 (7/86) 

Revenue  (FYE  12/31/85):  $444,82 1 ; (Six  Months  Ending  6/30/86):  $288,741 


The  Company:  Desk  Top  Financial  Solutions,  Inc.  designs  and  markets  financial 
planning  and  data  base  management  software  products  for  business 
and  professional  users 

Source  of  Revenue: 

Application  Software  (100%) 

Key  Products: 

- Application  Software  Products  (Utilizes  IBM  PCs  and  compatibles,  various  Wang 
systems  including  VS  minicomputers,  OIS  and  Alliance  word  processing  mini- 
computers, and  the  Wang  PC) 

• Desk  Top/Financial  Planning  System  (DT/FPS)  combines  spreadsheets,  data 
base  management  systems,  and  financial  modeling  systems 

As  of  June  1986,  the  company  had  sold  89  minicomputer  versions  of  the 
DT/FPS  system  and  105  microcomputer  versions 

• Desk  Top  Financial  Solutions  produces  several  products  developed  from  the 
DT/FPS  system  which  are  designed  to  service  either  specific  needs  common  to 
all  businesses  or  the  needs  of  a specific  industry.  They  include: 

The  Desk  Top/Corporate  Budgeting  System 

The  Desk  Top/Employee  Stock  Option  Tracking  System 

The  Desk  Top/Credit  Analysis  System 

The  Desk  Top/Interest  Rate  Swap  System 

The  Desk  Top/Government  Budgeting  System 

The  Desk  Top/HUD  Accounting  System 

The  Desk  Top/Proposal  Pricing  System 

The  Desk  Top/Sales  Forecasting  System 

The  Desk  Top/Bond  Tracking  System 

The  Desk  Top/Earnings  Projection  System 
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Target  Industries: 

General  business 

Banking  and  finance 

Federal,  state,  and  local  government 

Manufacturing 

Geographic  Markets 

- U.S.  (100%) 

Significant  Events: 

Made  initial  public  offering  in  1986 

Other: 

The  company  plans  to  hire  13  additional  full-time  employees  over  the  next  12 


months 


o 
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DIABLO  SYSTEMS,  INC. 
Subsidiary  of  XEROX  CORP. 
24500  Industrial  Boulevard 
Hayward,  California  94545 
(415)  786-5000 


Wf  to  (fas QT 
\yf  to  (Wad  /ko/iu.  j 
to ji  Ixuic  tif 

ouCAiua^l^^^d 

SUoaoJ^; 

(AdrM& 

George  — Como  to  ok  President 


2)cUv  Jit 


COMPANY  BACKGROUND: 

• Diablo  was  incorporated  in  1969  and  became  a Xerox  subsidiary  in 
1972.  Revenues  for  fiscal  year  ending  12/76  are  estimated  to  be 
$75  million* *, and  the  company  employs  2,000  people.  For  five  years 
Diablo  has  been  a dominant  factor  in  the  mini-peripheral  markets 
(cartridge  disk  and  character  printer).  As  a natural  evolution, 

the  company  has  developed  a small  business  system  utilizing  a micro- 
processor . 

THE  PARENT  CORPORATION: 

• Xerox  is  the  world's  leading  manufacturer  of  copying  and  duplicating 
equipment  and  supplies.  These  products  account  for  95%  of  1976 
estimated  revenue  of  $4.4  billion  and  net  income  of  $325  million. 
Competition  from  IBM,  Eastman  Kodak,  and  others  make  it  difficult 
for  Xerox  to  maintain  its  market  share.  A very  strong  balance  sheet 
gives  the  opportunity  for  increased  acquisition  activity;  however, 
its  track  record  in  this  endeavor  has  been  remarkably  unsuccessful 
in  the  past. 


OVERALL  ASSESSMENT: 

• Diablo  is  adhering  to  the  policy  of  avoiding  end  user  sales  and 
maintenance,  applications  programming  and  leasing  arrangments  by 
selling  systems  through  a distributor  network.  This  is  a new 
venture,  and  the  degree  of  success  in  a commodity  marketplace  will 
be  measurable  shortly.  Diablo  can  potentially  be  very  price  com- 
petitive due  to  the  high  value  added  content  in  its  product. 

• Inter-corporate  sales  (i.e.,  Xerox  Data  Systems)  offer  a potentially 
good  product  outlet  for  both  terminals  or  small  systems  in  a distrib- 
uted processing  network  employing  the  added  computational  and  data 
storage  capability  of  a large  host  computer. 

*Estimate  by  INPUT 
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The  financial  strength  of  Xerox  potentially  provides  Diablo  with 
adequate  resources  for  aggressive  expansion  and  growth.  However, 
Xerox's  negative  experiences  in  the  computer  hardware  business  may 
result  in  Diablo  pursuing  opportunities  in  a cautious  manner. 


KEY  PRODUCTS  AND  SERVICES: 


Diablo  recently  announced  the  3200,  a small  business  computer 
system  built  around  a microprocessor.  Included  are  up  to  four 
company— produced  diskettes,  a character  printer,  and  a purchased 
video  display  with  work  station.  Data  communications  capabilities 
are  available,  as  are  a disk  operating  system,  assembly  language, 
editor  and  an  in— house  program  language  (DACL) . Shipments  began 
in  the  fall  of  1976,  and  the  prices  are  $13,500  to  $18,000. 

The  Diablo  1550  is  a microprocessor-driven  communications 
terminal  transmitting  data  through  a communications  link  over 
phone  lines  and  interfacing  with  a Bell  type  103A  or  113  Modem. 

The  unit  can  print  all  94  ASCII  characters  at  a speed  of  30  cps. 


The  company  is  the  dominant  force  in  the  low-speed  character 
printer  market.  Printing  speeds  are  30  characters/second 
employing  the  daisy  print  wheel  element  and  up  to  55  cps  with  the 
7x9  matrix  print  head.  Qume  competes  with  the  daisy  wheel  and 
Centronics  with  the  matrix  head  printer. 


Diablo  is  the  largest  supplier  of  removable  cartridge  disk  drives 
to  the  computer  OEM  marketplace,  shipping  an  estimated  15,000 
units,  or  over  40%  of  the  worldwide  market  requirements  in  1976. 
These  units  are  designed  to  operate  in  micro  or  minicomputer  systems 
data  entry,  or  terminal  systems,  and  vary  in  capacity  from 
2.5  to  53  megabytes.  Competing  with  Diablo  are  Pertec , CDC  and 
Wangco.  Diablo  also  manufactures  diskette  drives  with  a capacity 
of  up  to  3 million  bits  per  diskette  recording  surface. 


APPLICATIONS:  All  sales  are  OEM  with  no  end  user  responsibility. 

Diablo  offers  no  leases,  applications  software,  user  maintenance  or  sales 
support.  All  printer  products  are  designed  for  terminals,  word  processing 
systems,  text  editing  systems,  and  small  computer  systems. 


INDUSTRY  MARKETS:  Diablo  has  targeted  systems  houses  and  minicomputer 

manufacturers  for  its  OEM  sales. 


GEOGRAPHIC  MARKETS:  The  company  handles  all  OEM  product  sales  through 

six  offices  in  the  U.S.  and  Europe,  and  terminals  or  systems  are 
marketed  through  distributors  or  within  Xerox  Corporation. 
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DIALCOM  GROUP 

6120  Executive  Blvd. 
Rockville,  MD  20910 
(301)  881-9020 


John  Morris,  Chairman  and  CEO, 
Dialcom  Group 

Art  Parsons,  President  and  COO, 
Dialcom,  Inc. 

Division  of  British  Telecom 
Total  Employees:  900 
Total  Revenue,  Fiscal  Year  End 
12/31/88:  $80,000,000 *  * 


* INPUT  estimate 


The  Company  Dialcom  Group  was  formed  in  1988  by  British  Telecom  after  the 

purchase  of  Dialcom,  Inc.  The  Group  consists  of  Dialcom,  Inc.'s 
operations  as  well  as  Dialcom  Limited  (formerly  Telecom  Gold) 
and  the  Prestel  videotex  service.  The  group  also  includes  the 
Computer  Network  Services  Division,  which  provides  technical 
support  in  the  U.K.  Operations  under  the  Dialcom  Group 
umbrella  began  in  April  1988. 

• British  Telecom,  a leading  player  in  telecommunications  and 
information  technology,  has  annual  revenues  of  over  $19  billion 
and  employs  about  237,000  people. 

• Dialcom,  Inc.  was  founded  in  1970  to  provide  general-purpose 
timesharing  services  in  the  Washington,  D.C.  metropolitan 
area.  Since  1975,  Dialcom  has  shifted  its  emphasis  to  office 
automation  and  has  extended  its  services  to  other  U.S. 
locations,  Canada,  and  overseas. 

- In  December  1982,  Dialcom  became  a wholly  owned 
subsidiary  of  ITT  Corporation,  and  operated  as  a unit  of 
ITT's  Communications  Operations  and  Information  Services 
Group. 

- In  May  1986,  Dialcom  was  purchased  from  ITT  by  British 
Telecom  for  an  undisclosed  amount.  Dialcom  reported  1985 
revenue  of  $18.9  million.  According  to  ITT,  Dialcom  was 
not  profitable  at  the  time  it  was  sold  to  British  Telecom. 

• During  the  structuring  of  the  Dialcom  Group,  Telecom  Gold's 
name  was  changed  to  Dialcom  Limited.  Dialcom  Limited 
handles  Dialcom  Group's  operations  in  the  U.K. 
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The  Dialcom  Group  intends  to  set  up  "intelligent"  network  links  as 
the  backbone  of  its  worldwide  infrastructure  for  messaging, 
information,  and  value-added  network  services. 

• The  Dialcom  Group  believes  that  by  packaging  the  Group's 
products  together  they  will  have  greater  customer  appeal. 

• British  Telecom  believes  that  by  forming  The  Dialcom  Group 
and  adding  related  services  to  that  Group  it  will  achieve 
economies  of  scale  and  greater  concentration  on  development 
of  those  technologies. 

• British  Telecom  believes  that  ITT  was  not  fully  committed  to 
Dialcom's  service  and  as  such  the  division  suffered.  British 
Telecom  further  states  that  it  is  prepared  to  invest  heavily  to 
make  the  Dialcom  Group  a success. 

As  of  December  1988,  the  Dialcom  Group  employed  500  people 
in  the  U.K.  and  400  people  in  the  U.S.,  for  a total  of  900 
employees. 

Dialcom  Group  considers  Telenet  its  only  serious  competitor. 


Key  Products  and  Dialcom,  Inc.'s  network  for  electronic  messaging,  value-added 
Services  data,  and  news  and  information  services  encompasses  17  countries, 

and  has  over  280,000  users.  Dialcom,  Inc.'s  network  offers  access 
to  the  following  electronic  messaging  and  value-added  data 
services: 

• Electronic  Mail 

• XMAIL  Telex/Mailgram  gateways 

• File  Transfer 

• PC  Interfaces 

• Text  and  Spelling  Editor 

• Electronic  Forms 

• Bulletin  Boards 

• Conferencing 

• Calendar  Scheduling 

• Database  Management 

• Electronic  Publishing 

Dialcom,  Inc.'s  network  offers  access  to  the  following  news  and 
information  services: 

• AP,  UPI,  Reuters,  McGraw-Hill 

• Business  Wire,  PR  Newswire 

• Stock  Reports 
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• OAG  and  Eaasy  Sabre  travel  services 

• Health  and  medical  news 

• Newswire  Clipping 

• Federal  news  services 

Dialcom,  Inc.'s  network  can  be  accessed  via  a number  of  public 
network  services  such  as  TelenetR,  TymnetR,  and  ConnNetR. 

Dialcom  Limited's  network  (formerly  Telecom  Gold)  is  an 
electronic  messaging  and  value-added  network  system,  offering 
similar  services  to  that  of  Dialcom,  Inc.'s  network. 

• Dialcom  Limited  currently  has  over  105,000  users  in  the  U.K. 

• Dialcom  Limited  offers  access  to  a number  of  on-line  data 
bases  offering  marketing  and  general  financial  information. 

Dialcom,  Inc.  offers  a PC  software  package  called  UPFRONTR. 

• UPFRONT  provides  simplified  access  to  Dialcom  Messaging, 
PC-based  electronic  forms,  file  transfer,  and  scripting 
capabilities. 

• UPFRONT  costs  between  $75  and  $150  based  on  the  number 
of  copies  purchased. 

Dialcom,  Inc.'s  message  handling  software,  Dialcom400SM  is 
available  for  purchase  by  public  and  in-house  systems. 

Dialcom400  is  based  on  the  X.400  international  standard 
recommended  by  CCITT. 

• The  software  has  completed  compatibility  tests  with  numerous 
dissimilar  messaging  systems  including  DEC  and  Data 
General's  in-house  X.400  systems.  Dialcom  has  also 
successfully  linked  its  electronic  mail  system  to  non-X.400 
electronic  messaging  systems 

• Dialcom400  software  has  been  sold  to  PTT  of  Finland, 

Deutsche  Bundespost  of  West  Germany,  and  KDM  and 
Mitsubishi  Corp  of  Japan. 

Prestel,  now  part  of  the  Dialcom  Group,  was  introduced  in  1979  by 
British  Telecom.  Prestel  claims  to  have  been  the  world's  first 
videotex  service  and  currently  has  more  than  80,000  terminals 
attached  to  the  network  and  access  to  a full  line  of  data  base 
products  and  consumer  services  totalling  approximately  333,000 
pages.  Some  of  Prestel's  services  include: 
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• British  Telecom  Travel  Service  - an  on-line  reservation  system 
for  travel  agents 

• Citiservice  - an  updated,  on-line  stocks  and  shares  financial 
data  base 

• Business  Direction  - a portfolio  of  business  information  data 
bases 

• Home  and  Office  Banking  - an  electronic  banking  service  via 
Bank  of  Scotland  or  Nottingham  Building  Society 

• Micronet  - news,  software,  and  games  for  microcomputer  users 

• Teleshopping  - a service  for  ordering  goods  and  services  on-line 


Industry  Markets  Dialcom  Group's  network  services  are  targeted  to  Fortune  1000 

companies. 

• Most  of  the  messaging  business  is  done  with  multinational 
corporations. 

• Dialcom  can  set  up  club  accounts  for  small  end  users  of  the 
network  services.  The  pricing  for  club  accounts  is  different  than 
that  of  corporate  accounts. 

Prestel  services  are  targeted  to  both  public  and  private  users. 


Geographic  Dialcom  Group's  network  services  are  available  worldwide. 

Markets 


• Dialcom  Inc.'s  headquarters  are  located  in  Rockville  (MD),  and 
the  company  maintains  regional  offices  in  the  following 
locations:  Boston,  Chicago,  Cleveland,  Dallas,  Los  Angeles, 
New  York,  Orlando,  San  Francisco,  and  Washington  D.C. 

• Dialcom,  Inc.  has  international  licensees  in  the  following 
locations:  Australia,  Canada,  Denmark,  Finland,  Hong  Kong, 
Ireland,  Israel,  Italy,  Japan,  Malta,  Mexico,  The  Netherlands, 
New  Zealand,  Puerto  Rico,  Singapore,  South  Korea,  Spain, 
Switzerland,  Taiwan,  and  West  Germany. 

• Dialcom  Limited  maintains  its  offices  and  a technical  center  in 
the  U.K.  Dialcom  Limited  has  captured  90%  of  the  E-mail 
business  in  the  U.K. 
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Computer 

Hardware 


Dialcom  Limited  maintains  a data  center  in  the  U.K. 

Dialcom,  Inc.  maintains  technical  centers  located  in  Whippany 
(NJ)  and  Silver  Springs  (MD).  These  centers  use  Prime  hardware. 
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COMPANY  HIGHLIGHT 


DIALCOM  INC. 

1 109  Spring  Street 
Silver  Springs,  MD  20910 
(301) 588-1572 


Robert  F.  Ryan,  President 
Private  Corporation 
Total  Employees:  52 
Total  Revenues,  Fiscal  Year  End 
6/30/80:  $6,000,000* 


THE  COMPANY 

• Dialcom,  Inc.,  was  founded  in  July  of  1970  by  Robert  F.  Ryan  and  David  W. 
Smith,  Vice  President,  to  provide  general-purpose  timesharing  services  in  the 
Washington,  D.C.  metropolitan  area.  In  its  ten-year  history,  Dialcom  has 
shifted  its  focus  from  selling  bulk  computer  time  to  providing  applications- 
oriented  services,  and  has  extended  its  services  to  other  U.S.  locations  and  to 
Canada. 

• Dialcom  offers  remote  computing  services  to  approximately  650  clients. 
Applications  packages  most  widely  used  are  Dialcom's  electronic  mail  system 
(INTERCOMM)  and  its  Correspondence  and  List  Management  System  (CALMS). 

• In  the  coming  year,  Dialcom  will  be  offering  turnkey  systems  to  be  used  as  a 
complete  office  automation  system,  using  Dialcom's  major  applications  pack- 
ages such  as  the  INTERCOMM,  CALMS,  Budget  Accounting  System,  Payroll 
System  and  Billing  and  Accounts  Receivable  System.  Dialcom  expects  this 
product  to  generate  approximately  15%  of  its  revenues  within  12  to  18  months. 

• INPUT  estimates  that  Dialcom's  revenues  in  FY  1980  reached  $6,000,000. 
Dialcom  has  achieved  an  average  annual  growth  rate  of  sixty-one  percent  over 
the  last  four  years.  Dialcom  management  states  that  the  company  is 
profitable  and  attributes  its  growth  to  the  introduction  of  CALMS  and 
INTERCOMM. 

• Dialcom  has  52  employees,  segmented  as  follows: 


Marketing/sales 

7 

Software/customer  support 

12 

Computer  operations 

19 

General  and  administrative 

14 

52 

• Dialcom's  major  competitors  are  the  large  timesharing  service  vendors  such  as 
Tymshare,  GEISCO  and  STSC. 


* INPUT  estimate 
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KEY  PRODUCTS  AND  SERVICES 

• Approximately  95%  of  Dialcom's  FY  1980  revenues  were  derived  from  remote 
computing  (interactive)  services  and  5%  from  facilities  management.  Types  of 
processing  services  offered  on  Dialcom's  network  are  segmented  as  follows: 


General  business 

60% 

Scientific  & engineering 

10 

Utility 

20 

Industry  specialty 

10 

100% 

• Applications  software,  developed  by  Dialcom  and  available  on  the  network, 
include: 

Correspondence  & List  Management  System  (CALMS),  originally  intro- 
duced in  1975  as  the  Correspondence  Management  System,  contributed 
approximately  40%  of  Dialcom's  total  revenue  in  FY  1980.  CALMS, 
used  widely  by  members  of  the  House  of  Representatives,  performs  the 
following  functions: 

. Combines  mailing  lists  into  one  comprehensive  directory,  which 
is  organized  by  key  attributes  for  quick  retrieval. 

. Performs  repetitive  correspondence  tasks  with  its  text  editing 

and  run-off  capabilities. 

. Produces  timely  statistical  and  analytical  reports  from  its  data 
base. 

Inter-terminal  Communication  System  (INTERCOMM),  a complete  com- 
puter-based electronic  mail  system,  contributed  approximately  20%  of 
Dialcom's  total  revenue  in  FY  1980. 

Several  general  business  application  packages  can  be  integrated  with 
CALMS  and  INTERCOMM  or  used  individually.  These  are: 

. Budget  Accounting  System. 

. Payroll  System. 

. Billing  And  Accounts  Receivable  System. 

FAPRS  (Federal  Assistance  Programs  Retrieval  System),  introduced  in 
1976,  is  a data  base  of  all  federal  assistance  programs. 
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CBPACK  (Cost  Benefit  Package),  an  interactive  system  for  the 
calculation  of  cost  benefit  indicators  developed  by  the  Transportation 
Department  of  the  World  Bank  and  offered  since  1974. 

Dialcom's  network  supports  FORTRAN,  COBOL,  RPG  and  BASIC. 

Other  products  include  SPSS  and  INFO  (DBMS). 


INDUSTRY  MARKETS 

• Approximately  90%  of  Dialcom's  revenues  were  derived  from  the  federal 
government,  discrete  manufacturing  and  trade  associations.  Industry  revenues 
are  segmented  as  follows: 


Discrete  manufacturing 

30.0% 

Commercial  banks 

2.5 

Finance  companies 

2.5 

Education 

5.0 

Federal  government 

40.0 

Trade  associations 

20.0 

100.0% 


GEOGRAPHIC  MARKETS 

• Approximately  96%  of  Dialcom's  revenues  were  derived  from  the  U.S.,  with 
the  remaining  4%  from  Canada.  Washington,  D.C.,  and  the  Chicago  metro- 
politan areas  contributed  65%  of  Dialcom's  total  revenues.  Dialcom's  geo- 
graphic markets  are  segmented  as  follows: 


Total  U.S. 

New  England  3% 

Middle  Atlantic  13 

Northeast  Central  I 5 

Northwest  Central  3 

South  Atlantic  50 

Southeast  Central  3 

Southwest  Central  3 

Mountain  3 

Pacific  3 

Total  International 

Canada  4 


100% 

• Sales  offices  are  located  in  Pittsburgh  and  Chicago. 
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COMPUTER  HARDWARE 

• Dialcom  uses  six  Honeywell  I648A  systems  and  ten  Prime  750  systems  for  its 
network  services.  Each  system  can  support  64  users  simultaneously.  Dialcom 
developed  its  own  operating  system.  Conversational  terminals  supported  are 
all  ASCII,  EBCDIC  and  correspondence  terminals  at  30,  120,  4800  and  9600 
bauds. 

• Dialcom's  data  center  is  located  at  its  headquarters.  Tymnet  and  Telenet 
provide  local  access  to  approximately  250  cities. 
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DIALCOM  INC. 

1104  Spring  Street 
Silver  Spring,  MD  20910 
(301)  588-1572 


Robert  F.  Ryan,  President 
Private  corporation 
Total  employees:  approx- 

imately 35 

Total  revenues,  fiscal  year 
end  6/30/76:  $1.5  million* 


COMPANY  BACKGROUND  Dialcom,  Inc.  was  founded  in  July  0^,1970 
when  Robert  F.  Ryan  and  David  W.  Smith,  Treasurer,  purchased^T^tecom- 
putations  Inc.  The  company  provides  raw  time  and  applicatjpnS'software  to 
its  approximately  ^^interactive  services  users. 

OVERALL  ASSESSMENT 


Founded  as  a raw  time  vendor  inQ975j Dialcom  has  rapidly  built  its 
applications  oriented  services.  The  company  plans  to  increase  sales 
based  on  applications  software  to  50%  of  revenues  from  its  current 
level  of  approximately  40%. 


n 


Dialcom’s  major  competitors  are  the  large  interactive  services 
vendors.  Dialcom  competes  against  them  primarily  through  its 
competitive  pricing  strategy.  Although  Dialcom  users  use  GEIS- 
■ C prn^Qcsijigr.  DL^leftm-ts-prefeppod  for  smaller  -4 

f it"  l'""  pr1^  plao"rH"  mign^tinn-  in  1077 

vmaifrfrftfnoo-and  higher  line-speeds  will  allow  Dialcom  to  ofior 
— job-oapability  ao  wgIL' 


New  software  includes  an  industry  specific  economic  forecasting 
software  package  tTfc>iQgdeveloped  jointly  by  Dialcom  and  an  industry 
organization. 

The  company  rapidly  expanded  its  sales  staff  in  1976  wi^h  tho  roouH  ^- 
ttert-  sales'  Ira  re-uulgicrw  n theTflpabilitie»of  the  support-staff.  ^ 

">llln  miil.i  Diiil'iU  mi  j'l  hii  iug  nilditiniml  uppml  luff,  il  ttlln  t-iitiI 
aaonths  before,  .the-support  roauiroments-apo-fillod. Q. 


KEY  PRODUCTS  AND  SERVICES 

7b  l 

• In  1976,  approximately  60%  of  total  revenues  was  derived  from  the 
sale  of  raw  time.  Applications  oriented  time  generated  the  remaining 
revenues.  Software  is  available  only  over  the  network. 
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• Applications  software  includes: 


APPROXIMATE 

NUMBER  OF  DATE 

APPLICATIONS  SOFTWARE  FUNCTION  OF  USERS  OFFERED 

FAPRS  (Federal  Assistance 
Programs  Retrieval  System) 

Computer  indexing 
of  federal  assistance 
programs 

95 

1976 

Correspondence  Management 
System 

Creates  correspondence 
Maintains  historical 
records  & files 

/0-O 

1976 

CBPACK 

Computer  timesharing 
language  for  calculation 
of  cost  benefit  indica- 
tors 

50-60 

1974 

TRAC 

Circuit  analysis 

15 

1976 

General  Business 
Applications 

Business  accounting 

100 

Ts 

The  Correspondence  Management  Systemr-w»~-H&»- only.,  by  the 

irj]-|  marketed  to  paper  intensive  private 
sector  companies  such  as  associations,  unions,  insurance  agen- 
cies, transportation  companies,  and  all  types  of  regional  distrib- 

utorSj  A.S  as  ^ ** « n i" 

CBPACK  was  developed  in  conjunction  with  the  Transportation 
and  Urban  Projects  Department  of  the  World  Bank  which  makes 
CBPACK  available  to  underdeveloped  countries  as  a standalone 
package. 
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APPLICATIONS  Fifty  percent  of  revenues  is  generated  by  the  sale  of  raw 
time  and  50%  by  applications  processing.  The  raw  time  is  principally  used 
for  scientific  and  engineering  applications.  Forty  percent  of  revenues  is 
generated  by  general  business  applications  and  10%  by  other. 


INDUSTRY  MARKETS  Although  fifty  percent  of  revenues  is  derived  from 
discrete  manufacturers  and  the  federal  government,  the  remainder  is  widely 
distributed  as  shown  below: 


Manufacturing-discrete 

30% 

Government- federal 

20% 

Banking  and  finance 

10% 

Education 

10% 

Distribution-retail 

5% 

Insurance 

5% 

Medical,  hospital 

5% 

Transportation 

5% 

Utilities 

5% 

Other 

5% 

The  state  and  local  government  agencies  will  provide  increased 
revenues  as  FAPRS  usage  increases. 


GEOGRAPHIC  MARKETS 

• Dialeom  uses  Tymnet's  network.  The  majority  of  its  users  are  located 
in  the  Pittsburgh/Chicago/Minneapolis  area;  however,  the  largest 
users  are  located  in  the  Washington,  D.C./New  York  City  area  as 
shown  below: 


New  England 

5% 

Northeast 

10% 

Southeast 

35% 

Northcentral 

20% 

Midwest 

20% 

Mountain 

5% 

Pacific  Coast 

5% 
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COMPUTER  HARDWARE  AND  SOFTWARE 

e»^K+ 

• Dialcom  currently  owns  fetir  identical  Honeywell  1648A  systems  and- 
ra-  adding  ^ne~  system  this  year.  Each  system  has  the  following 
configuration: 


3 CPUs  with  a total  of  136K  bytes  of  memory 
9 2314-type  disk  drives 
2 tape  control  units 

1 line  printer  (Jr 

Each  system  supports  approximately  ^^simultaneous  users  and  most 
110  and  300  baud  ASCII  code  terminals  and  134.5  correspondence 
code  terminals.  Higher  speed  CRTS  will  be  supported  within  the  next 
two  years.  /uq 

6,1 

Users  access  Dialcom's  4»us  systems  via  Tymnet's  city 

network,  and  dial-up  lines.  EHateomte  area  will  oxpand-ovei1  the -next- 
4w=>-year.s  asCTyraneV-adds  30  oi4ios» 


a.  eJi  gJL 


o 
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DIALCOM  INC. 

1104  Spring  Street 
Silver  Spring,  MD  20910 
(301) 588-1572 


Robert  F.  Ryan,  President 
Private  corporation 
Total  employees:  approx- 

imately 35 

Total  revenues,  fiscal  year 
end  6/30/76:  $1.5  million* * 


COMP  ANY  BACKGROUND  Dialcom,  Inc.  was  founded  in  July  of  1970 
when  Robert  F.  Ryan  and  David  W.  Smith,  Treasurer,  purchased  Telecom- 
putations Inc.  The  company  provides  raw  time  and  applications  software  to 
its  approximately  350  interactive  services  users. 


OVERALL  ASSESSMENT 

• Founded  as  a raw  time  vendor  in  1975,  Dialcom  has  rapidly  built  its 
applications  oriented  services.  The  company  plans  to  increase  sales 
based  on  applications  software  to  50%  of  revenues  from  its  current 
level  of  approximately  40%. 

• Dialcom's  major  competitors  are  the  large  interactive  services 
vendors.  Dialcom  competes  against  them  primarily  through  its 
competitive  pricing  strategy.  Although  Dialcom  users  use  GEIS  and 
CSC  for  large  job  processing,  Dialcom  is  preferred  for  smaller  jobs 
because  of  its  low  price.  Its  planned  migration  in  1977  to  larger 
mainframes  and  higher  line  speeds  will  allow  Dialcom  to  offer  larger 
job  capability  as  well. 

• New  software  includes  an  industry  specific  economic  forecasting 
software  package  being  developed  jointly  by  Dialcom  and  an  industry 
organization. 

• The  company  rapidly  expanded  its  sales  staff  in  1976  with  the  result 
that  sales  have  outgrown  the  capabilities  of  the  support  staff. 

• Although  Dialcom  is  hiring  additional  support  staff,  it  will  be  several 
months  before  the  support  requirements  are  filled. 


KEY  PRODUCTS  AND  SERVICES 

• In  1976,  approximately  60%  of  total  revenues  was  derived  from  the 
sale  of  raw  time.  Applications  oriented  time  generated  the  remaining 
revenues.  Software  is  available  only  over  the  network. 

* Estimate  by  INPUT 
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• Applications  software  includes: 


APPROXIMATE 

NUMBER  OF  DATE 

APPLICATIONS  SOFTWARE  FUNCTION  OF  USERS  OFFERED 

FAPRS  (Federal  Assistance 
Programs  Retrieval  System) 

Computer  indexing 
of  federal  assistance 
programs 

95 

1976 

Correspondence  Management 
System 

Creates  correspondence 
Maintains  historical 
records  & files 

80 

1976 

CBPACK 

Computer  timesharing 
language  for  calculation 
of  cost  benefit  indica- 
tors 

50-60 

1974 

TRAC 

Circuit  analysis 

15 

1976 

General  Business 
Applications 

Business  accounting 

100 

The  Correspondence  Management  System,  in  use  only  by  the 
federal  government,  will  be  marketed  to  paper  intensive  private 
sector  companies  such  as  associations,  unions,  insurance  agen- 
cies, transportation  companies,  and  all  types  of  regional  distrib- 
utors. 

CBPACK  was  developed  in  conjunction  with  the  Transportation 
and  Urban  Projects  Department  of  the  World  Bank  which  makes 
CBPACK  available  to  underdeveloped  countries  as  a standalone 
package. 
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APPLICATIONS  Fifty  percent  of  revenues  is  generated  by  the  sale  of  raw 
time  and  30%  by  applications  processing.  The  raw  time  is  principally  used 
for  scientific  and  engineering  applications.  Forty  percent  of  revenues  is 
generated  by  general  business  applications  and  10%  by  other. 


INDUSTRY  MARKETS  Although  fifty  percent  of  revenues  is  derived  from 
discrete  manufacturers  and  the  federal  government,  the  remainder  is  widely 
distributed  as  shown  below: 


Manufacturing-discrete 

30% 

Government-  federal 

20% 

Banking  and  finance 

10% 

Education 

10% 

Distribution-retail 

5% 

Insurance 

5% 

Medical,  hospital 

5% 

Transportation 

5% 

Utilities 

5% 

Other 

5% 

• The  state  and  local  government  agencies  will  provide  increased 
revenues  as  FAPRS  usage  increases. 


GEOGRAPHIC  MARKETS 

• Dialcom  uses  Tymnet's  network.  The  majority  of  its  users  are  located 
in  the  Pittsburgh/Chicago/Minneapolis  area;  however,  the  largest 
users  are  located  in  the  Washington,  D.C./New  York  City  area  as 
shown  below: 


New  England 

5% 

Northeast 

10% 

Southeast 

35% 

Northcentral 

20% 

Midwest 

20% 

Mountain 

5% 

Pacific  Coast 

5% 
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COMPUTER  HARDWARE  AND  SOFTWARE 

• Dialcom  currently  owns  four  identical  Honeywell  1648A  systems  and 
is  adding  one  system  this  year.  Each  system  has  the  following 
configuration: 


3 CPUs  with  a total  of  136K  bytes  of  memory 
9 2314-type  disk  drives 
2 tape  control  units 
1 line  printer 

• Each  system  supports  approximately  35  simultaneous  users  and  most 
110  and  300  baud  ASCII  code  terminals  and  134.5  correspondence 
code  terminals.  Higher  speed  CRTS  will  be  supported  within  the  next 
two  years. 

• Users  access  Dialcom's  four  systems  via  30  ports  on  Tymnet's  80  city 
network,  and  dial-up  lines.  Dialcom's  area  will  expand  over  the  next 
two  years  as  Tymnet  adds  30  cities. 
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DIALOG  INFORMATION  SERVICES 
INC. 

3460  Hiliview  Avenue 
Palo  Alto,  CA  94304 
Phone:  (415)  858-2700 

Fax:  (415)858-7069 


President  & CEO:  Patrick  J.  Tierney 

Status:  Wholly  Owned  Subsidiary 

Parent:  Knight-Ridder,  Inc. 

Employees:  350* 

Revenue:  $220,000,000* 

Fiscal  Year  End:  12/31/93 


*INPUT  estimate 


Key  Points 

• Dialog  Information  Services,  Inc.  has  provided  on-line  database 
information  retrieval  services  since  1972.  The  company  also  offers 
other  network  application  services,  microcomputer  communications 
software  products  and  CD  ROM  products. 

• Dialog  has  entered  into  an  agreement  with  Sun  Microsystems 
Computer  Corporation  and  IBM  Consulting  Group  to  assist  in  the 
initial  phases  of  transforming  Dialog's  massively  centralized 
computing  environment  to  a networked,  client/server  system. 

• With  the  arrival  of  Patrick  Tierney,  Dialog's  new  president  and 
CEO,  fiscal  1992  and  1993  were  years  of  strategic  shifts  and 
acquisition  and  technology  investments  for  Dialog. 

• In  fiscal  1993,  Dialog  was  pleased  to  announce  the  resolution  of  its 
disagreement  with  the  American  Chemical  Society  (ACS).  Though 
the  terms  of  the  settlement  were  not  disclosed,  ACS  and  Dialog 
announced  the  formation  of  a high-level  task  force  under  the 
personal  direction  of  Bob  Massie,  director  of  ACS'  Chemical 
Abstracts  Division  and  Dialog  company  president  Pat  Tierney. 

• In  January  1994,  Dialog  announced  DialogR  SourceOne,  a 
worldwide  fax-based  document  delivery  system.  The  faxed  copy  of 
the  document  includes  the  full  text  plus  all  figures,  graphhics  and 
drawings  that  appeared  in  the  original  document. 
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Company 

Description 


Dialog  Information  Services,  Inc.  has  provided  on-line  database 
information  retrieval  services  since  1972.  The  company  also  offers 
other  network  application  sendees,  microcomputer  communications 
software  products  and  CD  ROM  products. 

- Dialog  operated  within  Lockheed  Missiles  & Space  Company  and 
became  a wholly-owned  subsidiary  of  Lockheed  Corporation  in 
1981. 

• In  August  1988,  Dialog  was  purchased  from  Lockheed  by  Knight- 
Ridder,  Inc.  for  $353  million. 

• Dialog  currently  operates  as  a subsidiary  of  Knight-Ridder  wdthin 
Knight-Ridder's  Business  Information  Services  division. 

Dialog  currently  carries  more  than  400  databases  with  more  than  280 
million  records. 


Financials  According  to  Knight-Ridder's  1993  annual  report,  Dialog's  1993 

revenue  reached  $220  million,  a 32%  increase  over  1992  revenue  of 
$167  million.  This  increase  was  realized  as  a result  of  the  acquisition  of 
Data-Star.  A three-year  revenue  summary  follows: 


DIALOG  INFORMATION  SERVICES,  INC. 
THREE-YEAR  REVENUE  SUMMARY 
(S  millions) 


FISCAL  YEAR 

ITEM  _ 

1993 

1992 

1991 

Revenue 

$220 

$167 

$150 

• Percent  increase 

from  previous  year 

32% 

10% 

N/A 

Geographic 

Markets 


INPUT  estimates  approximately  75%  of  Dialog's  1993  revenue  was 
derived  from  the  U.S.  and  25%  from  international  sources.  This  may 
shift  as  the  acquisition  of  Data-Star  minimizes  competition  in  Europe. 

Services  are  available  worldwide. 


U.S.  offices  are  located  in  Boston,  Chicago,  Houston,  Los  Angeles,  New 
York,  Philadelphia  and  Washington,  D.C. 

International  representatives  are  located  in  Canada,  Australia,  Japan, 
and  throughout  Europe,  Asia,  the  Near  East  and  Latin  America. 
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Market  Financials 


Strategy 


Acquisitions 


More  than  80%  of  the  Fortune  500  companies  use  DIALOG,  as  do 
government  agencies,  business  consultants,  libraries,  universities  and 
research  institutions  worldwide. 


In  fiscal  1993,  Dialog  continued  a comprehensive  plan  to  become  a 
more  complete  information  resource  for  the  corporate  market  by: 

■ Extending  its  market  share  in  the  on-line  database  services  markets 

• Expanding  its  participation  in  all  phases  of  information  acquisition 
and  delivery  within  the  corporation 

• Expanding  its  information  sources 

Dialog  faces  some  difficult  strategic  issues  concerning  pricing  and 
copyrights  in  1994. 

Pricing  is  one  of  the  more  difficult  issues  that  involves  fixed  costs 
required  by  massive  technology  investment  and  royalties  agreements  to 
publishers.  With  the  current  pricing  schedules,  based  on  content  and 
connect  time,  information  providers  receive  a percentage  of  the 
revenue  Dialog  collects  from  the  user  as  usage  occurs.  Dialog's  strategy 
is  to  work  with  the  information  providers  to  increase  the  size  of  the 
market,  thereby  increasing  Dialog  revenue.  Then,  new  royalty 
agreements  can  be  arranged  that  would  allow  for  fixed-fee  pricing  base 
on  volume.  Serving  a broader  business  market  is  key  to  Dialog's  growth 
strategy. 


Dialog,  with  its  parent  company  Knight-Ridder,  aggressively  pursued 
investment  and  acquisition  of  other  corporations  in  1992  and  1993. 

In  January  1993,  Article  Express  International,  Inc.,  the  document 
delivery  company  jointly  owned  by  Dialog  and  Engineering 
Information,  Inc.  (El),  announced  the  acquisition  of  certain  assets  of 
IOD,  Inc.,  a company  that  provides  document  delivery  services  under 
the  name,  Information  on  Demand. 

In  1993,  Knight-Ridder  acquired  Data-StarR  information  Services, 
expanding  Dialog  user  access  to  150  more  databases  not  available  on 
Dialog.  This  acquisition  will  allow  Dialog  and  Data-Star  to  better 
leverage  European  sales  and  marketing  staffs. 

Dialog  has  made  a significant  minority  investment  in  two  new  and 
innovative  companies:  INDIVIDUAL,  Inc.,  which  specializes  in  the 
delivery  of  information  products  for  the  corporate  desktop  market--a 
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Alliances 


Key  Products  and 
Services 


leader  in  the  deliver}'  of  customized  electronic  newsletters  to  business 
users;  and  Personal  Library  Software  (PLS),  a company  that  offers  text- 
and  image-based  search  and  retrieval  software.  Dialog  is  now 
represented  on  both  companies  boards  of  directors  and  continues  to 
pursue  joint  projects. 


Through  alliances  with  Telebase,  Inc.  and  Advanced  Research 
Technologies  (ART),  Dialog  offers  its  corporate  customers,  custom 
interfaces  that  give  quick,  easy  access  to  Dialog's  information  for  the 
novice  user.  ART  links  access  through  the  customer's  current  network 
while  Telebase  uses  its  patented  Knowledge  GatewayR  platform.  Both 
links  offer  customized  menu-driven  interfaces. 

In  December  1993,  Dialog  and  Southam  Electronic  Publishing 
announced  their  intention  to  form  a joint  venture  company  to  manage  a 
commercial  electronic  publishing  business  in  Canada.  The  new 
company,  Infomart  Dialog,  will  distribute  Dialog  products  and  services, 
as  well  as  Southam's  Infomart  line  of  media  research  and  media 
monitoring  products  along  with  their  electronic  versions  of  key  business 
directories  and  government  databases. 


INPUT  estimates  90%  of  Dialog's  1993  revenue  was  derived  from 
network  services,  5%  from  education  and  training  professional  services 
and  the  remaining  5%  from  software  and  CD  ROM  products. 

The  DIALOG  Information  Retrieval  Service  (DIALOG)  provides  on- 
line access  to  over  400  databases  with  more  than  270  million  records 
covering  a variety  of  topics,  with  particular  emphasis  on  business, 
science  and  technology. 

• Materials  covered  include  technical  reports,  conference  papers, 
newspapers  and  public  literature,  magazine  articles,  books, 
legislative  documents,  patents,  statistical  data  and  ongoing  research. 

• The  data  available  on  DIALOG  ranges  from  directory-type  listings 
of  companies,  associations  and  people;  in-depth  company  financial 
statements;  bibliographic  citations  and  abstracts  that  reference 
journals,  conferences  papers,  or  other  original  sources;  to  the 
complete  text  of  articles. 

• DIALOG  provides  databases  that  are  updated  regularly  and  cover 
information  from  virtually  all  major  categories,  including  the 
following: 
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- Agriculture  and  Nutrition 

- BioScience 

- Books  and  Monographs 
Business  Information 

- Public  companies 

- Corporate  directories 

- International  companies 

- Economic  data 

- Financial  news 

- Markets,  products,  technologies 

- Industries 

- Product  listings  and  announcements 

- General  business  information 

- Business  news 

- International  business  information 

- Travel 
Chemistry 

- Computer  Technology 
Energy  and  Environment 
Law  and  Government 
Medicine  and  Biosciences 
News 

- Online  Training  and  Practice 

- Patents  and  Trademarks 
Popular  Information 
Reference 

Science  and  Technology 
Social  Sciences  and  Humanities 

• Additional  DIALOG  features  include: 

DIALORDER,  for  on-line  ordering  of  documents 

- DIALOG  Alert,  a current  awareness  service 
OneSearch,  for  searching  multiple  databases  simutaneously 

- REPORT,  for  customized  reporting 

DIALINDEX,  for  on-line  help  in  selecting  appropriate  dat 
abases  to  search 

DIALMAIL,  for  electronic  delivery  of  messages  and  search  res 
ults 

Dialog  SourceOne,  a worldwide  fax-based  document  delivery 
system.  The  copy  of  the  document  includes  the  full  text  plus  all 
figures,  graphics  and  drawings  that  appeared  in  the  original 
document. 

• Toll-free  telephone  hotline  support  is  available  for  search  assistance 
24  hours  each  weekday  from  3:00  p.m.  Sunday  through  9 p.m.  Friday, 
and  from  7:00  a.m.  to  3:00  p.m.  Pacific  Standard  Time  on  Saturday. 
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• Dialog  offers  several  full-  and  half-day  basic  and  advanced  training 
seminars  for  DIALOG  users.  The  DIALOG  system  one-day 
seminar,  which  includes  hands-on  experience,  is  offered  in  major 
cities  at  a cost  of  $140. 

- Special  ONTAP  (Online  Training  and  Practice)  files  are  available 
at  $0.25  per  minute  for  customers  to  practice  their  search 
techniques. 

- A complete  user  manual,  Searching  DIALOG,  A Complete  Guide, 
is  available  for  $80. 

KNOWLEDGE  INDEX  is  an  evening  and  weekend  service  designed 
for  home  computer  users,  students  and  professionals. 

• Approximately  90  databases  are  available  containing  over  50  million 
references  covering  technical  and  general-interest  subjects. 

• KNOWLEDGE  INDEX  searchers  also  have  access  to  the 
_ DIALMAIL  electronic  mail  service. 

DIALOG  Business  Connection  is  a menu-driven  business  information 
service  available  to  all  DIALOG  subscribers  and  offers  on-line  access 
to  business  and  financial  data  for  competitive  intelligence,  financial 
analysis  and  mergers  and  acquisitions. 

DIALOG  Corporate  Connection  provides  menu  access  to  DIALOG 
databases  for  companies  offering  DIALOG  passwords  to  25  or  more 
employees.  The  service  is  designed  to  be  administered  by  information 
center  managers,  generally  in  large  corporations  or  research  centers. 
There  are  currently  more  than  2,000  subscribers. 

DIALOG  MenusSM,  introduced  in  November  1990,  extends  the  menu- 
access  option,  available  with  DIALOG  Corporate  Connection,  to  all 
DIALOG  subscribers.  More  than  220  DIALOG  databases  that  cover  a 
range  of  subject  areas,  are  available  via  menu  access. 

DIALOG  OnDisc  products  are  a series  of  databases  available  on 
compact  discs  for  an  annual  subscription  fee.  The  products  are 
generally  used  by  libraries  and  businesses  to  expand  their  access  to 
information  while  controlling  costs.  Databases  are  available  for 
business,  education,  scientific  and  technical  applications. 

Dialog  also  provides  a line  of  microcomputer  communications  software 
products. 
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Competition 


Dialog's  competitors  include  Mead  Data  Central  and  Dow  Jones  New 
Retrieval  and  NewsNet.  Competitors  for  general  bibliographic 
database  services  include  America  Online,  CompuServe  and  Prodigy. 


INPUT 

Assessment 


Dialog's  decision  to  work  with  two  leading  technology  companies,  Sun 
Microsystems  and  ISSC,  to  transform  their  information  delivery  systems 
from  mainframes  to  a client/server  architecture,  is  absolutely  essential 
to  support  Dialog's  new  market-driven  approach  to  delivering  products 
and  services.  Traditionally,  Dialog  has  realized  the  majority  of  its 
revenues  from  the  "expert"  searcher  or  information  professional.  As  its 
client  base  shifts,  the  majority  of  Dialog  revenues  would  then  accrue 
from  the  business  user  with  little  or  no  training  in  searching  online 
systems  with  a command  language. 

Dialog  is  in  a difficult  position  in  a rapidly  changing  market.  Graphical 
user  interfaces  for  online  database  services  and  flat-fee  pricing 
schedules  have  dulled  Dialog's  competitive  edge  in  the  consumer 
market.  Increasingly,  the  business  users  profile  matches  that  of  the 
consumer,  with  expectations  of  flat-fee  pricing,  customized  information 
delivery  and  easy  GUI  access  to  information. 

The  market  forces  of  re-engineering  and  downsizing  within  the 
American  corporation  are  reducing  Dialog's  growth  in  its  more 
traditional  market,  the  corporate  library.  Dialog's  conversion  to  a 
scalable  open-system  architecture  permits  the  creation  of  customized 
corporate  information  systems  that  meet  information  users  specific 
needs. 

Dialog's  alliances  to  deliver  GUIs  for  searchers  and  its  aggressive 
acquisition  strategy  in  Europe,  have  been  two  important  steps  toward 
changing  its  competitive  position. 
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DIALOG  INFORMATION 
SERVICES,  INC. 

3460  Hillview  Avenue 
Palo  Alto,  CA  94304 
(415)  858-2700 


Roger  K.  Summit,  President  & CEO 
Wholly  Owned  Subsidiary  of 
Knight-Ridder,  Inc. 

Total  Employees:  350* 

Total  Revenue,  Fiscal  Year  End 
12/31/89:  $131,800,000 

‘INPUT  estimate 


The  Company  Dialog  Information  Services,  Inc.  has  provided  on-line  data  base 

information  retrieval  services  since  1972.  The  company  also  offers 
other  network  application  services,  microcomputer 
communications  software  products,  and  CD  ROM  products. 

• Dialog  operated  within  Lockheed  Missiles  & Space  Company 
and  became  a wholly-owned  subsidiary  of  Lockheed 
Corporation  in  1981. 

• In  August  1988,  Dialog  was  purchased  from  Lockheed  by 
Knight-Ridder,  Inc.  for  $353  million. 

• Dialog  currently  operates  as  a subsidiary  of  Knight-Ridder 
within  Knight-Ridder's  Business  Information  Services  division. 

According  to  Knight-Ridder's  1989  annual  report.  Dialog's  1989 
revenue  reached  $131.8  million,  a 15.5%  increase  over  1988 
revenue  of  $114.1  million.  A three-year  revenue  summary  follows: 

DIALOG  INFORMATION  SERVICES,  INC. 

THREE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1989 

1988 

1987 

Revenue 

• Percent  increase 

- $131.8 

$114.1 

$98.1 

from  previous  year 

15.5% 

16.3% 

N/A 

Dialog's  competitors  in  the  business  data  base  area  include  Mead 
Data  Central  and  Dow  Jones.  Competitors  tor  general 
bibliographic  data  base  services  include  BRS  and  Pergamon  Orbit. 
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Key  Products  and  INPUT  estimates  approximately  90%  of  Dialog's  1989  revenue 
Services  was  derived  from  network  services,  5%  from  education  and 

training  professional  services,  and  the  remaining  5%  from 
software  and  CD  ROM  products. 

The  DIALOG  Information  Retrieval  Service  (DIALOG)  provides 
on-line  access  to  over  380  data  bases  with  more  than  270  million 
records  covering  a variety  of  topics,  with  particular  emphasis  on 
business,  science,  and  technology. 

• DIALOG  provides  references  and  abstracts  of  articles  from 
more  than  100,000  publications;  information  on  more  than  12 
million  companies;  complete  text  of  approximately  1,100 
journals  and  newsletters,  information  on  over  15  million  patents 
from  56  patent-issuing  authorities  worldwide;  data  on  over  10 
million  chemical  substances;  gateway  service  to  the  Official 
Airline  Guides'  OAG  travel  service;  and  gateway  service  to 
Trade*Plus'  DIALOG  Quotes  and  Trading,  for  stock  and 
option  quotes,  plus  the  capability  to  buy  or  sell  any  stock  or 
option  listed. 

• Materials  covered  include  technical  reports,  conference  papers, 
newspapers  and  public  literature,  magazine  articles,  books, 
legislative  documents,  patents,  statistical  data,  and  ongoing 
research. 

• The  data  available  on  DIALOG  ranges  from  directory-type 
listings  of  companies,  associations,  and  people;  to  in-depth 
company  financial  statements;  to  bibliographic  citations  and 
abstracts  that  reference  journals,  conferences  papers,  or  other 
original  sources;  to  the  complete  text  of  articles. 

• Services  are  currently  provided  to  about  125,000  customers  in 
approximately  100  countries.  Dialog  had  about  115,000 
subscribers  at  the  end  of  1989,  compared  to  98,000  at  the  end  of 
1988. 

• DIALOG  provides  data  bases  that  are  updated  regularly  and 
cover  information  from  virtually  all  major  categories,  including 
the  following: 

- Agriculture  and  Nutrition 

- Books  and  Monographs 

- Business  Information 

- Public  companies 

- Corporate  directories 

- International  companies 

- Economic  data 
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- Financial  news 

- Markets,  products,  technologies 

- Industries 

- Product  listings  and  announcements 

- General  business  information 

- Business  news 

- International  business  information 

- Travel 

- Chemistry 

- Computer  Technology 

- Energy  and  Environment 

- Law  and  Government 

- Medicine  and  Biosciences 

- News 

- Online  Training  and  Practice 

- Patents  and  Trademarks 

- Popular  Information 

- Reference 

- Science  and  Technology 

- Social  Sciences  and  Humanities 

• Additional  DIALOG  features  include: 

- DIALORDER,  for  on-line  ordering  of  documents 

- DIALOG  Alert,  a current  awareness  service 

- OneSearch,  for  searching  up  to  20  data  bases  at  once 

- REPORT,  for  customized  reporting 

- DIALINDEX,  for  on-line  help  in  selecting  appropriate 
data  bases  to  search 

- DIALMAIL,  for  electronic  delivery  of  messages  and 
search  results 

• DIALOG  is  available  through  DLALNETR,  Dialog's  proprietary 
network,  SprintNet,  and  TYMNET.  The  service  is  available 
around  the  clock  except  for  Sunday  between  5 a.m.  and  1 p.m. 
EST. 

• The  service  can  be  accessed  on  any  ASCII-coded  dial-up 
terminal  or  microcomputer  with  operation  speeds  of  30,  120,  or 
240  cps. 

• Rates  for  DIALOG  vary  depending  upon  the  data  base  used. 
Customers  pay  a $45  start-up  fee,  then  an  annual  service  fee  of 
$35.  Actual  usage  charges  range  from  $0.25  to  $5.00  per 
minute.  A typical  10-minute  search  can  cost  from  $5  to  $20. 
Discount  rates  are  available  for  high-volume  users. 


November  1 990 


Copyright  1990  by  INPUT.  Reproduction  Prohibited. 


Page  3 of  6 


DIALOG  INFORMATION  SERVICES,  INC. 


INPUT 


• Toll-free  telephone  hotline  support  is  available  for  search 
assistance  24  hours  each  weekday  from  3:00  p.m.  Sunday 
through  9 p.m.  Friday,  and  from  7:00  a.m.  to  3:00  p.m.  Pacific 
Time  on  Saturday. 

• Dialog  offers  several  full-  and  half-day  basic  and  advanced 
training  seminars  for  DIALOG  users.  The  DIALOG  system 
one-day  seminar,  which  includes  hands-on  experience,  is 
offered  in  major  cities  at  a cost  of  $140. 

- Special  ONTAP  (ONline  Training  and  Practice)  files  are 
available  at  $0.25  per  minute  for  customers  to  practice  their 
search  techniques. 

- A complete  user  manual,  Searching  DIALOG,  A Complete 
Guide,  is  available  for  $80. 

KNOWLEDGE  INDEX  is  an  evening  and  weekend  service 
designed  for  home  computer  users,  students,  and  professionals. 

• Approximately  90  data  bases  are  available  containing  over  50 
million  references  covering  technical  and  general-interest 
subjects. 

• KNOWLEDGE  INDEX  searchers  also  have  access  to  the 
DIALMAIL  electronic  mail  service. 

• KNOWLEDGE  INDEX  customers  pay  a one-time  startup  fee 
of  $35.  A typical  search,  at  $0.40  per  minute,  can  be  done  for 
under  $5. 

DIALOG  Business  Connection  is  a business  information  service 
available  to  all  DIALOG  subscribers  offering  on-line  access  to 
data  on  over  10  million  public  and  private  companies. 

• The  service  provides  business  information  from  major  sources 
including  Disclosure,  Dun  & Bradstreet,  Moody's  Investors 
Service,  Media  General  Financial  Service,  and  Predicasts. 

• Five  major  categories  of  applications  are  available,  including 
Corporate  Intelligence,  Financial  Screening,  Products  and 
Markets,  Sales  Prospecting,  and  Travel  Planning. 

DIALOG  Medical  Connection  offers  DIALOG  subscribers  menu 
or  easy  command  access  to  biomedical  information  in  28  data 
bases  contained  in  four  libraries: 
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Industry  Markets 


• Medical  Reference  focuses  on  clinical  medicine  and  medical 
research. 

• Bioscience  Reference  covers  life  sciences  research. 

• Science  and  Technology  Reference  provides  general  scientific 
and  engineering-related  information. 

• General  Reference  contains  current  information  on  such  topics 
as  computers,  entertainment,  news,  business,  and  technology. 

DIALOG  Corporate  Connection  provides  menu  access  to  over  220 
DIALOG  data  bases  for  companies  offering  DIALOG  passwords 
to  25  or  more  employees.  The  service  is  designed  to  be 
administered  by  information  center  managers,  generally  in  large 
corporations  or  research  centers.  There  are  currently  more  than 
2,000  subscribers. 

DIALOG  MenusSM,  introduced  in  November  1990,  extends  the 
menu-access  option  available  with  DIALOG  Corporate 
Connection  to  all  DIALOG  subscribers.  More  than  220  DIALOG 
data  bases,  covering  a range  of  subject  areas,  are  available  via 
menu  access. 

DIALOG  OnDisc  products  are  a series  of  data  bases  available  on 
compact  discs  for  an  annual  subscription  fee.  The  products  are 
generally  used  by  libraries  and  businesses  to  expand  their  access  to 
information  while  controlling  costs.  Data  bases  are  available  for 
business,  education,  scientific,  and  technical  applications. 

Dialog  provides  a line  of  microcomputer  communications  software 
products  as  follows: 

• DIALOGLINK  is  a communications  and  account  management 
product  for  IBM  PCs  and  compatibles. 

• ImageCatcher  is  a Macintosh  desk  accessory  for  displaying, 
printing,  and  saving  images  retrieved  on  DIALOG. 

• CENDATA/PC  automatically  saves  CENDATA  data  base 
menus  and  data  on  the  user's  IBM-compatible  PC. 


More  than  80%  of  the  Fortune  500  companies  use  DIALOG,  as 
do  government  agencies,  business  consultants,  libraries, 
universities,  and  research  institutions  worldwide. 


November  1990 


Copyright  1990  by  INPUT.  Reproduction  Prohibited. 


Page  5 of  6 


DIALOG  INFORMATION  SERVICES,  INC. 


INPUT 


Geographic 

Markets 


Computer 

Hardware 


INPUT  estimates  approximately  65%  of  Dialog's  1989  revenue 
was  derived  from  the  U.S.  and  35%  from  international  sources. 

Services  are  available  worldwide. 

U.S.  offices  are  located  in  Boston,  Chicago,  Houston,  Los  Angeles, 
New  York,  Philadelphia,  and  Washington,  D.C. 

International  representatives  are  located  in  Canada,  Australia, 
Japan,  and  throughout  Europe,  Asia,  the  Near  East,  and  Latin 
America. 


Dialog  has  various  Hitachi  Data  Systems  mainframes  installed  in 
support  of  its  services. 

DIALNET,  Dialog's  packet-switching  telecommunications 
network,  offers  dial-up  access  from  over  50  major  U.S.  cities  at 
300,  1200,  and  2400  baud  rates.  In  addition,  DIALNET  offers 
INWATS  service  and  access  through  London. 

• Customers  who  sustain  a minimum  of  50  hours  of  on-line 
connect  time  per  month,  and  who  meet  certain  technical 
requirements,  may  opt  for  a direct  DIALNET  hookup,  which 
supports  asynchronous  modems  up  to  9600  baud. 

Users  may  also  access  DIALOG  using  SprintNet,  TYMNET, 
TWX,  international  telex,  outward  WATS,  or  FTS. 
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COMPANY  PROFILE 


DIALOG  INFORMATION  SERVICES,  INC 

3460  Hillview  Avenue 
Palo  Alto,  CA  94304 
(415)  858-2700 


Roger  K.  Summit,  President 
Wholly-owned  subsidiary  of 
Lockheed  Corporation 
Total  Employees:  750* 

Total  Revenue,  Fiscal  Year  End 
12/31/87:  $95,000,000* 


THE  COMPANY 

• DIALOG  Information  Services,  Inc.  has  provided  on-line  data  base  information 
retrieval  services  since  1972.  The  company  also  offers  telecommunications 
network  services  and  an  applications  software  product  for  IBM  and  IBM-com- 
patible microcomputers. 

DIALOG  became  a wholly-owned  subsidiary  of  Lockheed  Corporation  in 
1981.  Previously  the  company  operated  within  Lockheed  Missiles  & 
Space  Company. 

• The  company  is  divided  into  four  product  divisions:  Business  Information 

Division,  Chemical  Information  Division,  General  Information  Division,  and 
Advanced  Technology  Group. 

• DIALOG  Information  Services'  competitors  in  the  business  data  base  area 
include  Mead  Data  Central  and  Dow  Jones.  Competitors  for  general  biblio- 
graphic data  base  services  include  BRS  and  Pergamon  Orbit. 

KEY  PRODUCTS  AND  SERVICES 

• DIALOG  Information  Services  derives  the  majority  of  its  revenues  from  on- 
line information  retrieval  services.  Other  sources  of  DIALOG'S  revenues  are 
generated  by  telecommunications  network  services  and  DIALOGLINK,  the 
company's  only  software  package. 

• DIALOG  Information  Services'  on-line  information  retrieval  services  are  as 
follows: 

DIALOG  Information  Retrieval  Service  (DIALOG)  provides  on-line 
access  to  over  300  data  bases  with  more  than  150  million  records. 
Materials  covered  include  technical  reports,  conference  papers,  news- 
papers and  public  literature,  magazine  articles,  books,  legislative 
documents,  patents,  statistical  data,  and  ongoing  research. 

. Services  are  currently  provided  to  over  80,000  customers  in  80 
countries. 
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DIALOG  provides  data  bases  that  are  updated  regularly  and 
cover  information  from  virtually  all  major  categories,  includina 
the  following: 


Agriculture  and  Nutrition. 

Bibliography  - Books  and  Monographs. 
Business. 

. Public  companies. 

. Corporate  directories. 

. International  companies. 

. Economic  data. 

. Financial  news. 

. Markets,  products,  and  technologies. 

. Industries. 

. Product  listings  and  announcements. 

. General  business  information. 

. Business  news. 

. International  business  information. 

. Travel. 

Chemistry. 

Computer  Sciences. 

Current  Affairs. 

Directories. 

Education. 

Energy  and  Environment. 

Foundations  and  Grants. 

Law  and  Government. 

Materials  Sciences. 

Medicine  and  Biosciences. 

Multidisciplinary. 

Online  Training  and  Practice. 

Patents  and  Trademarks. 

Science  and  Technology. 

Social  Sciences  and  Humanities. 


The  DIALOG  system  is  available  around  the  clock  except  for 
Sunday  between  3 a.m.  and  3 p.m.  EST. 


DIALOG  is  available  through  the  major  public  telecommunica- 
tions networks  as  well  as  through  DIALNET,  Dialog's  private 
network. 


The  service  can  be  accessed  on  any  ASCII-coded  dial-up 
terminal  with  operation  speeds  of  30,  120,  or  240  cps. 

Rates  for  DIALOG  vary  depending  upon  the  data  base  used. 
Customers  pay  an  annual  service  fee  of  $25  with  actual  usage 
charges  from  $0.25  to  $2.75  per  minute*  A typical  10-minute 
search  can  cost  from  $5  to  $20.  Discount  rates  are  available  for 
high-volume  users. 
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. Customer  support  is  available  in  the  U.S.  via  toll-free  phone 
numbers,  2k  hours  a day,  Monday  through  Friday,  and  Saturdays 
from  10:00  a.m.  to  6:00  p.m.  EST. 

The  DIALOG  system  one-day  seminar,  which  includes 
hands-on  experience,  is  offered  in  major  cities  at  a cost 
of  $125. 

Special  ONTAP  (ONIine  Training  and  Practice)  files  are 
available  at  $0.25  per  minute  for  customers  to  practice 
their  search  techniques. 

A complete  user  manual,  Searching  DIALOG.  A Complete 
Guide,  is  available  for  $60. 

DIALOG  OnDisc  products  combine  the  search  capabilities  of  the 
DIALOG  system  with  the  CDROM  (compact  disc  read  only  memory) 
technology. 

• DIALOG  OnDisc  ERIC,  a bibliographic  data  base  sponsored  by 
the  U.S.  Department  of  Education  consists  of  the  Resources  in 
Education  (RIE)  and  Current  Index  to  Journals  in  Education 
(CUE)  files. 

Information  available  on  the  product  is  updated  quarterly. 

The  product  requires  an  IBM  PC  or  compatible  micro- 
computer with  DOS  version  2.0  or  higher. 

A yearly  prepaid  license  fee  of  $950  for  "Current  file 
only"  (1981  to  present)  or  $1,650  for  "complete  file"  (1966 
to  present)  covers  the  unlimited  use  of  the  product. 

. DIALOG  Information  Services  has  recently  announced  MEDLINE 
and  NTIS  as  soon  to  be  available  DIALOG  OnDisc  products. 

DIALOG  Business  Connection,  a business  information  service  that 
offers  any  microcomputer  user  on-line  access  to  data  on  over  10 
million  public  and  private  companies. 

. Five  major  categories  of  applications  are  available  through 
DIALOG  Business  Connection  as  follows: 

Corporate  Intelligence  provides  background  information 
on  companies'  locations,  financial  positions,  officers, 
directors,  and  products. 

Financial  Screening,  a user-selected  criteria  that  identi- 
fies companies  for  potential  acquisition  or  investment. 
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Products  and  Markets  offers  market  share  data,  product 
development  activities,  manufacturers'  trade  names  for 
use  in  developing  marketing  plans  for  new  products  or 
industries. 

Sales  Prospecting  contains  approximately  2 million  com- 
panies listed  by  location,  type  of  industry  and  size,  for 
developing  lists  of  potential  clients  or  customers,  for 
creating  telemarketing  reports  or  direct  mail  lists. 

Travel  Planning  includes  the  Official  Airline  Guide  Elec- 
tronic Edition,  listing  flights  fares,  and  hotel  and  motel 
information;  tickets  can  be  reserved  through  OAG's  on- 
line booking  service. 

The  one-time  startup  fee  for  DIALOG  Business  Connection  is 
$145. 


DIALOG  Medical  Connection,  introduced  in  March  1987,  provides  an 
on-line  access  to  comprehensive  medical  information  for  practicing 
physicians,  biomedical  researchers,  and  other  health  professionals. 


The  service  consists  of  27  selected  data  bases  that  have  been 
divided  into  four  libraries:  medical,  bioscience,  general  refer- 
ence, and  science  and  technology. 


The  Medical  Library  focuses  on  clinical  medicine  and 
medical  research. 


The  Bioscience  Library  concentrates  on  life  sciences  such 
as  biology,  biochemistry,  microbiology,  agriculture,  and 
food  science. 


The  General  Reference  Library  provides  current  informa- 
tion on  technology,  news,  business,  and  computers. 

The  Science  and  Technology  Library  consists  of  general 
scientific  and  engineering  related  information. 

. The  service  is  priced  at  $95-145,  depending  upon  the  options 
users'  chose. 

KNOWLEDGE  INDEX,  introduced  in  1981,  provides  approximately  60 
data  bases. 

. The  service  was  created  to  meet  the  needs  of  microcomputer 
users. 

o 
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. KNOWLEDGE  INDEX  customers  pay  a one-time  startup  fee  of 
$35.  A typical  search,  costs  $0.40  per  minute,  can  be  done  for 
under  $5. 

• The  company's  telecommunication  network  services  include  the  following: 

DIALNET™1- , introduced  in  July  1984,  a packet-switched  communica- 
tions network  service,  is  available  to  either  300  or  1,200  baud  rates 
from  53  major  U.S.  cities  and  also  from  the  U.K. 

. DIALNET  pricing  in  the  U.S.  is  $8  per  connect  hour. 

DIAL  MAIL™-  , an  electronic  mail  service  that  allows  users  to  send  mail 
instantly  to  one  person  or  simultaneously  to  many  people  around  the 
world. 


. DIALMAIL  is  served  by  three  major  telecommunication 
networks  worldwide:  DIALNET,  TYMNET,  and  TELENET. 

. The  service  is  priced  at  $12  per  hour. 

• The  company  provides  a line  of  microcomputer  communications  software, 
DIALOGLINK™-. 

DIALOGLINK  consists  of  two  modules  as  follows: 

. The  Communications  Manager  allows  the  off-line  entering  and 
editing  of  search  strategies,  and  the  ability  to  type  ahead  of  the 
computer. 

. The  Account  Manager  is  available  for  tracking  DIALOG  on-line 
costs  for  cost  accounting  purposes. 

- DIALOGLINK  requires  an  IBM  PC  or  IBM  PC-compatible  computer, 

plus  a 300,  1200,  or  2400  baud  modem. 

The  software  package  is  priced  at  $149. 

INDUSTRY  MARKETS 

• The  company's  service  is  accessed  by  businesses,  universities,  libraries,  and 
government  institutions  of  all  sizes  in  virtually  every  industry  sector. 

• Major  clients  include  Yamaichi  International,  San  Jose  Public  Library,  and 
Alza  Corporation. 
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GEOGRAPHIC  MARKETS 


DIALOG  Information  Services  currently  provides  its  services  in  80  countries 
worldwide. 


U.S.  offices  are  located  in  Boston,  Chicago,  Houston,  Los  Angeles,  New  York 
City,  Philadelphia,  and  Washington,  D.C. 

Usage  of  DIALOG  Services  by  non-U.S.  clients  are  divided  approximately  as 
follows: 


Europe/U.K. 

44% 

Japan 

25 

Canada 

16 

Australia/New  Zealand 

8 

Other  (non-U.S.) 

_J_ 

100% 

• International  representatives  are  located  in  Australia,  Canada,  England, 
Japan,  Korea,  and  Mexico. 

COMP  LITER  HARDWARE  AND  SOFTWARE 


The  company  has  the  following  mainframes  installed  at  its  Palo  Alto  data 
center: 


I NAS  9080. 

3 NAS  XL  6 Os. 


Clients  can  access  the  DIALOG  service  via  direct  dial,  TWX,  TELEX,  WATS, 
FTS,  TYMNET,  TELENET,  or  DIALNET  (in  selected  U.S.  cities  and  London). 
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DIALOG  INFORMATION  SERVICES,  INC. 

3460  Hi  1 1 view  Avenue 
Palo  Alto,  CA  94304 
(415)  858-2700 


Roger  K.  Summit,  President 
Subsidiary  of  Lockheed  Corporation 
Total  Employees:  450* 

Total  Revenue,  Fiscal  Year  End 
12/31/83:  $27,000,000* 


THE  COMPANY 

• DIALOG  Information  Services  provides  on-line  data  base  information  retrieval 
services.  Originated  in  1969  to  meet  information  processing  needs  within 
Lockheed,  the  DIALOG®  Information  Retrieval  Service  was  first  offered 
commercially  in  1972. 

• DIALOG'S  competitors  in  the  business  data  base  area  include  Mead  Data 
Central  and  Dow  Jones.  Competitors  for  general  bibliographic  data  base 
services  include  BRS  and  System  Development  Corporation. 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  DIALOG'S  1983  revenue  was  derived  from  on-line  data 
base  services  and  associated  client  training  services. 

• Lockheed's  DIALOG  Information  Retrieval  Service  provides  on-line  access  to 
over  200  data  bases  with  more  than  100  million  records.  Materials  covered 
include  technical  reports,  conference  papers,  newspapers  and  public  liter- 
ature, magazine  articles,  books,  legislative  documents,  patents,  statistical 
data,  and  ongoing  research. 

. Bibliographic  or  source  records  from  approximately  100,000 
publications  written  in  more  than  40  languages  can  be  accessed. 

. Services  are  currently  provided  to  over  55,000  customers  world- 
wide. 

• DIALOG  provides  the  largest  number  of  data  bases  available  from  a single 
source.  Data  bases  are  updated  regularly  and  cover  information  from  virtu- 
ally all  major  categories,  including  the  following: 

Agriculture  and  Nutrition. 

Bibliography  - Books  and  Monographs. 

Business/Economics. 

. Company  and  Financial. 

. Industry-Specific. 

. Market  Research;  Industry;  Management. 

. Statistical/Demographic  Data. 
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Chemistry. 

Computer  Sciences. 

Current  Affairs. 

Directories. 

Education. 

Energy  and  Environment. 

Foundations  and  Grants. 

Law  and  Government. 

Materials  Sciences. 

Medicine  and  Biosciences. 

Multidisciplinary. 

On-Line  Training  and  Practice. 

Patents  and  Trademarks. 

Science  and  Technology. 

Social  Sciences  and  Humanities. 

• The  DIALOG  system  is  available  22  hours  every  weekday.  Saturday  and 
Sunday  hours  are  also  available. 

The  service  can  be  accessed  on  any  ASCII-coded  dial-up  terminal  with 
operation  speeds  of  30  or  120  cps.  Most  brands  or  models  of  personal 
computers  or  word  processors  can  also  be  used  if  they  have  terminal 
software,  a serial  interface,  and  modem. 

Clients  can  retrieve  information  on  the  basis  of  any  word,  phrase,  code, 
author,  corporate  source,  patent  number  or  any  other  specified  portions 
of  the  machine-readable  record. 

. Complete  records  or  abstracts  can  be  printed  either  on-line  at 
the  customer's  terminal  or  off-line  at  the  DIALOG  facility  and 
mailed  at  a lower  cost. 

. Rates  for  on-line  use  and  off-line  prints  vary,  depending  upon 
the  data  base  used.  A typical  10-minute  search  can  cost  from 
$5  to  $20.  Discount  rates  are  available  for  high-volume  users. 

Special  features  available  include: 

. DIALORDER™  enables  customers  to  order  on-line  the  entire 
text  of  documents  Icoated  in  DIALOG  bibliographic  files  from 
those  suppliers  participating  in  the  service. 

. DIALINDEX™  is  a master  index  to  all  DIALOG  files  designed  to 
assist  customers  in  locating  the  data  bases  that  are  most  rele- 
vant for  searching. 

. Selective  Dissemination  of  Information  (SDI),  available  on  49 
DIALOG  data  bases,  allows  clients  to  automatically  receive  a 
listing  of  new  references  each  time  the  data  base  is  updated. 

. A series  of  special  training  and  practice  files  (ONTAP®)  for 
selected  data  bases  that  permit  low-cost  practice  searches  for 
new  users. 

. Additional  refined  special  search  features. 
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• DIALOG  Information  Services  added  21  new  data  bases  during  1983  and  43 
during  1982.  New  data  bases  added  to  date  during  1984  include  the  following: 

ACADEMIC  AMERICAN  ENCYCLOPEDIA:  a full-text  encyclopedia  of 
approximately  30,000  articles. 

CANADIAN  BUSINESS  AND  CURRENT  AFFAIRS. 

CENDATA:  U.S.  Bureau  of  the  Census  data. 

DISCLOSURE™/SPECTRUM  OWNERSHIP:  public  corporate  owner- 

ship information. 

DRUG  INFORMATION  FULLTEXT. 

FACTS  ON  FILE:  weekly  record  of  contemporary  history. 

FLUIDEX:  indexing  and  abstracting  from  journals,  books,  and  pro- 

ceedings regarding  fluid  engineering. 

ICC  BRITISH  COMPANY  DIRECTORY. 

ICC  BRITISH  COMPANY  FINANCIAL  DATASHEETS. 

INTERNATIONAL  LISTING  SERVICE:  identifies  worldwide  public  and 
private  businesses  for  purchase/sales,  capital  offered  and  sought. 
INVESTEXT™  : full-text  financial  research  reports  on  publicly  traded 
U.S.  and  non-U.S.  companies. 

MAGAZINE  ASAP™:  text  and  indexing  for  selected  publications 

covered  in  MAGAZINE  INDEX. 

MARQUIS  WHO'S  WHO:  biographical  information  on  75,000  indi- 

viduals. 

•MENU™-THE  INTERNATIONAL  SOFTWARE  DATABASE™:  listing 
of  commercially  available  software  for  mini-  and  microcomputers. 
MOODY'S  CORPORATE  PROFILES:  descriptive  and  financial  informa- 
tion on  important  publicly  held  U.S.  companies. 

OCCUPATIONAL  SAFETY  AND  HEALTH. 

PsycALERT:  bibliographic  information  and  indexing  to  PsycINFO  data 
base. 

PTS  DEFENSE  MARKETS  AND  TECHNOLOGY:  defense  industry 

material. 

STANDARD  & POOR'S  CORPORATE  DESCRIPTIONS. 

TRADE  AND  INDUSTRY  ASAP™  : text  and  indexing  for  selected 

publications  covered  in  TRADE  AND  INDUSTRY  INDEX. 

WASHINGTON  POST  INDEX. 

WILEY  CATALOG/ONLINE:  records  for  items  published,  distributed, 
or  sold  by  selected  Wiley  subsidiaries/divisions. 

• New  data  bases  scheduled  for  availability  later  in  1984  include  the  following: 

BUSINESS/PROFESSIONAL  SOFTWARE  DATABASE. 

DERWENT  WORLD  PATENTS  INDEX. 

DONNELLEY  DEMOGRAPHICS. 

MEDIA  GENERAL  DATABANK:  financial  and  trading  information  on 
4,200  public  companies. 

NURSING  AND  ALLIED  HEALTH:  nursing  and  allied  health  articles. 
PETERSON'S  COLLEGE  DATABASE. 

RELIGION  INDEX. 
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• In  1982  the  DIALOG  service  became  available  through  Mead  Data  Central's 
dedicated  terminals. 

• In  1982  DIALOG  introduced  Knowledge  Index sm-,  a low-cost,  after-hours 
simplified  access  service  that  offers  clients  approximately  25  DIALOG  data 
bases  at  a flat  rate  of  $24  per  hour,  including  communications  costs.  The 
service  is  currently  available  in  the  U.S.,  Canada,  and  Great  Britain. 

• In  July  1984  DIALOG  announced  DIALNET™  in  the  U.S.,  DIALOG'S  dedicated 
packet-switched  communications  network. 

When  fully  in  place  (mid- 1 985),  the  network  will  have  dial-up  ports  in 

55  major  cities  throughout  the  U.S.,  as  well  as  WATS  access. 

Access  is  available  to  either  300  or  1,200  baud  rates. 

Access  nodes  are  scheduled  to  be  installed  in  eight  western  U.S.  cities 

during  July  and  August. 

DIALNET  pricing  in  the  U.S.  will  be  $6  per  connect  hour. 

INDUSTRY  MARKETS 

• The  DIALOG  service  is  accessed  by  businesses,  universities,  libraries,  and 
government  institutions  of  all  sizes  in  virtually  every  industry  sector. 

GEOGRAPHIC  MARKETS 

• DIALOG  currently  has  over  55,000  customers  in  over  75  countries  worldwide. 

• U.S.  offices  are  located  in  Boston,  Chicago,  Houston,  Los  Angeles,  New  York 
City,  and  Washington  (DC). 

• International  representatives  are  located  in  Australia,  Canada,  England, 
Japan,  and  Korea. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• NAS  AS/9080s  are  installed  at  DIALOG'S  Palo  Alto  data  center. 

• Clients  can  access  the  DIALOG  service  via  direct  dial,  TWX,  TELEX,  WATS, 
FTS,  TYMNET,  TELENET,  UNINET,  or  DIALNET  (in  selected  U.S.  cities  and 
London). 
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DIALOG  INFORMATION  SERVICES,  INC. 

3460  Hillview  Avenue 
Palo  Alto,  CA  94304 
(415)  858-2700 


Roger  K.  Summit,  President 
Subsidiary  of  Lockheed  Corporation 
Total  Employees:  150* 

Total  Revenues,  Fiscal  Year  End 
12/31/80:  $20,000,000* 


PRINCIPAL  BUSINESS  DIALOG  Information  Services  provides  on-line  bibliographic 
data  base  services.  Originated  in  1969  to  meet  information  processing  needs  within 
Lockheed,  the  DIALOG®  service  was  first  offered  commercially  in  1972. 

SOURCE  OF  REVENUE 

100%  Remote  computing,  data  base  services. 

PRODUCTS  AND  SERVICES 

Lockheed's  DIALOG  Information  Retrieval  Service  provides  on-line  access  to 
over  120  data  bases  with  more  than  40  million  records.  Journals  referenced 
include  technical  reports,  conference  papers,  newspapers  and  public  literature, 
magazine  articles,  books,  legislative  documents,  patents,  statistical  data  and 
ongoing  research. 

. Bibliographic  or  source  records  from  approximately  60,000  publications 
written  in  more  than  40  languages  can  be  accessed. 

DIALOG  provides  the  largest  number  of  data  bases  available  from  a single 
source.  Data  bases  are  updated  regularly  and  cover  information  from  virtually 
all  major  categories,  including: 

. Agriculture  and  Food  Service. 

. Business  and  Economics. 

. Chemistry. 

. Contracts,  Grants  and  Current  Research. 

. Economic  Statistics. 

. Energy  and  Environment. 

. Government  Publications. 

. Humanities  and  the  Arts. 

. Law  and  Current  Topics. 

. Life  Sciences. 

. Medicine. 

. Non-Bibliographic  Subjects. 

. Patents. 

. Science. 

. Social  Sciences  and  Education. 

. Technology  and  Engineering. 
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DIALOG  is  accessible  22  hours  every  weekday  and  additional  weekend  hours. 

The  service  can  be  accessed  on  any  ASCII  coded  dial-up  terminal  with 
operation  speeds  of  10,  30  or  120  cps.  Terminals  can  be  leased  for 
approximately  $85  to  $150  per  month,  or  purchased  for  about  $2,000. 

Clients  can  retrieve  information  on  the  basis  of  any  word,  phrase,  code, 
author,  corporate  source,  patent  number  or  any  other  specified  portions  of  the 
machine-readable  record. 

. Complete  records  or  abstracts  can  be  printed  either  on-line  at  the 
customer's  terminal  or  off-line  at  the  DIALOG  facility  and  mailed  at  a 
lower  cost. 

. Rates  for  both  on-line  usage  and  off-line  prints  vary,  depending  upon 
the  data  base  used.  A typical  10-minute  search  can  cost  from  $5.00  to 
$16.50  (including  telecommunication  costs,  but  not  off-line  print  costs). 
Discount  rates  are  available  for  high-volume  users. 

Special  features  available  include: 

. DialOrder™  enables  customers  to  order  on-line  the  entire  text  of 
documents  located  in  DIALOG  bibliographic  files  from  those  suppliers 
participating  in  the  service. 

. DIALINDEX™,  introduced  in  August  1980,  is  a master  index  to  all 
DIALOG  files  designed  to  assist  customers  in  locating  which  data  bases 
are  most  relevant  for  searching. 

. Private  File  Service  allows  clients  to  store  their  own  private  data  base 
in  the  DIALOG  system  for  instant  searching  and  retrieval. 

. Selective  Dissemination  of  Information  (SDI),  available  on  41  DIALOG 
data  bases,  allows  clients  to  automatically  receive  a listing  of  new 
references  each  time  the  data  base  is  updated.  All  appropriate  data 
bases  will  be  made  available  for  SDI  searching  by  the  end  of  1981. 

New  DIALOG  data  bases  introduced  in  1981  include: 

. AQUALINE:  Water  research. 

BHRA  FLUID  ENGINEERING:  Hydromechanics. 

. CLAIMS™  /CITATION:  References  to  cited  patents. 

CONGRESSIONAL  INFORMATION  SERVICE:  Abstracted  index  to 

publications  of  Congressional  committees. 

. FEDERAL  REGISTER  ABSTRACTS:  Abstracted  index  to  the  Federal 
Register. 

. LABOR  STATISTICS  (LABSTAT):  U.S.  Bureau  of  Labor  Statistics' 

monthly,  quarterly  and  annual  data. 

. MEDLINE:  National  Library  of  Medicine  reference  data  base. 

NATIONAL  CRIMINAL  JUSTICE  REFERENCE  SERVICE:  Law  enforce- 
ment literature. 

. STANDARD  & POOR'S  NEWS:  Current  information  on  more  than  9,000 
companies. 

. U.S.  EXPORTS:  Census  data  for  all  commodities  exported  from  the 

U.S. 
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Data  bases  to  be  available  soon  include: 

. ADTRACK:  Corporate  Intelligence,  Inc. 

. ASI  (AMERICAN  STATISTICS  INDEX):  Congressional  Information 

Service 

BIOGRAPHY  MASTER  INDEX:  Gale  Research 
BOOK  REVIEW  INDEX:  Gale  Research 
. CONGRESSIONAL  RECORD:  Capitol  Services 

. DOE  ENERGY:  U.S.  Department  of  Energy 

. GRANTS:  Oryx  Press 

. MENTAL  HEALTH  ABSTRACTS:  National  Institute  of  Mental  Health 

NONFERROUS  METAL  ABSTRACTS:  British  Nonferrous  Metals 

Technology  Centre 

SELECTED  WATER  RESOURCES  ABSTRACTS:  U.S.  Department  of 

the  Interior 

Lockheed  Information  Systems  recently  announced  that  DIALOG  will  be 
available  through  Mead  Data  Central's  LEXIS  and  NEXIS  service  UBIQ 
terminals  in  late  1981. 

INDUSTRY  MARKETS  The  DIALOG  service  is  accessed  by  businesses,  universities, 
libraries  and  government  institutions  of  all  sizes  in  virtually  every  industry  sector. 

GEOGRAPHIC  MARKETS 

DIALOG  has  over  13,000  customers  in  over  50  countries  worldwide. 

U.S.  offices  are  located  in  Palo  Alto,  Chicago,  Houston,  New  York  and 
Washington,  D.C. 

International  representatives  are  located  in  Canada,  Europe,  Japan  and 
Australia. 

COMPUTER  HARDWARE 

The  following  equipment  is  maintained  at  the  Palo  Alto  data  center: 

I IBM  3033. 

I NAS  9000. 

The  network  may  be  accessed  via  direct  dial,  Tymnet,  Telenet,  TWX/TELEX, 
WATS  or  FTS  lines. 
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